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MADRAS. 

Prcscni: 


Sir Chakles ToiinuxTERj ic.c.s.i., i.c.s,, Prcsiclcni. 

Sir Bijay Ciiaxi) Mahtah, r.o.i.f.., k.c..s.i., i.o.m., Maliarajaclliirajn 
Baliatliir of BurdAvan. 

Sir Percy Tiiomi'.sox, k.h.e., c.u. 

Dr. 11. P. Pakaxmi'YE. 

Dr. L. K. I-Iyder. m.l.a. 


Dr. JOHIT MATHAI, D.Sc., and Mr. T. K. DURAISV/AMI AYYAR. 
Department of Economics, University of Madras, were examined. 


Written memorandum of Dr. Matliai and Mr. Diiraiswami Ayyar. 

Incidence and Taxable Cai’acity. 

Au estimate of the average income per head of population is of some use 
as a general indication of taxable capacity. But no conclusion of the practical 
value Avith regard to the incidence of taxation can be draAvn except Avith 
reference to the manner in aaIucIi the national income is distributed among 
recognisable economic groups. - Estimates' of average income per head of 
population have little value except as exercises in economic research. 

Estimates of national iiuome based on e.xisting official statistics have 
little A'alue. The primarj' data are admittedly unreliable; data relating to 
certain important incomes do not find a iilace in them and haA'e to be made 
up by guess Avork. Except Avith regard to the income of large organised in- 
dustries, no e.stiraates can safely be based on existing statistics. 

The best method of estimating the incidence of taxation under present 
conditions is to undertake an intensiv'e economic enquiry in each proA'ince 
by dividing the province into distinct economic areas and investigating the 
economic resources of a minimnm number of families belonging to typical 
classes in each area. 

In dividing the population into classes, the primary consideration should 
be .income, income being ascertained Avith relerence to the payment of in- 
come-tax or land revenue as the case may be. It is important also to con- 
sider, in determining typical classes, AA'hether people reside in pities or in 
rural areas. 


Principles of Taxation. 

There is only one principle in taxation, namels', eq'uality. Other princi- 
ples are not lArinciples, but admini.strative precepts. The bulk of the Indian 
tax system violates the principle of equality. This, hoAvever, does not neces- 
sarily condemn the Indian system because principles in public finance have no 
sanctity apart from the circumstances of each country. 


— For the Questionnaire and Annexures, see Volume III — Evidence, 
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IXCOMIM'AX. 


'I'lie rates o!' imome-iax on iuconics ranging boUoon XI, 000 and £10 000 
per ajinnin-jnay Ijo ran-ed by yO per coni of ihe existing rates in consideration 
t)i the iact that the ruher classes in India contribute relatively so small a 
proportion of the consumption taxes. Any proposal, Iiowever, for an increase 
m the rates of income-tax in India must inko into account the folloivine 
considerations; — ^ 


(1) The prevailing high rates of interest on capital, and (2) the exist- 
ence of joint family ohligation.s. 

The limit of exemption may he reduced to Ks. J.oOO provided this does 
not result in an undue increase in the cost of administering the tax, 

TJie distinction hctiveeii earned and unoarned incomes must he applied 
with caution in India. The following considerations .should he remembered: — 

(!) The taxing of unearned industrial incomes might hinder industrial 
development at the present singe. 

(2) 'Die question of nnearned agricultural incomes does not arise under 
the Incomc-t.'ix Act. 

(.3) The taxing of iniblic seenritios might raise the cost of loans to 
Government. 

(-1) The income on caiiital lent to agriculturists consists of two parts 
— one, carnod, Itcing the remuneration for the risk involved in the business, 
and the rest nne.iined. Tlio former is not a fit object of enhanced taxation, 
while discrimination against the latter might under present conditions' he 
had policy. 


Tktoxic.x.vts. 

We propose a policy of c.ejKrimcnfai local option with regard to comitrj 
.spirits. To(l<ly may he taxed lor revenue piii-poscs hut not for control. The 
ohjociion to the prc.scnt excise policy is not that it has led to excessive 
urnukenne.ss. Iiut tiiat it is tending to place too heavy an economic burden on 
the poorest classes. 


Tobacco. 

A tax on the acreage under tobacco cultivation is hardly to be recom- 
meiuied. The cultivation is done in iimunierahlc small patches; the yield per 
aero differs widely; and the attempt to differentiate between crops would be 
a novel precedent in laud taxation in India. In the only other case where 
crop differentiat.'on is attempted, namely opium, the element of social harm 
is immeasurahly greater and the area under production is .so small. 

ilamifacturc may take the form of drying and curing and the making 
of snuff, cigarettes and cigar.-^. Most of the manufacture is carried on as 
a home industry and would lie exceedingly difficult to regulate for the imr- 
pose of tax.atioii. Sale also would he difficult to control on account of th= 
facility of illicit transaction.s in an easily Iraiisportahle commodity like 
tobacco. 

The onlv feasible system appears to lie a State monopoly in which the 
cidtivation would he in the liands of licensed growere in specified areas, 
who would be required to band over the produce to Government, the Gov- 
ernment maintaining tlieir own curing yai'ds and storehouses. It is doubt- 
ful. however, if the yield of the tax would justify the organisation of such 
a large estahli.sluueut. 

In any case, it must be remembered that tobacco is consumed largely 
by ihe chafes oh whom the bulk of comsumption taxes now rest and the tax 
is therefore liable to increase the inequalities of the existing taxation. 


Laxd Eevexue. 

Land revenue in India partakes of the character of both a tax and a 
rent. ' The difference between a tax and a rent, from this point of ^dew, is 
not entirely an academic question as some authorities urge. 


Laud revoiuio in its presput form is an old tax and that is a factor 
M'liicli is in its favour. If tlic proceeds of land revenue avovc expended more 
largely for the direct advantage of the agriculturist, the sense of burden 
in respect of it vould be perceptibly diminished. 'I’he feeling of irritation 
which undoubtedly exists at ])rosent with regard to land revenue is largely 
due to the uncertainties of resettlement, and to some extent also to the in- 
equality of the burden as between the large and the small proprietor. AVith 
regard to the former, it is worth while comsidering the introduction of a 
sy.stem of permanent settlement with ])rovision for an occasional extra 
levy, whenever necessary. 

AYe cannot, in view of the present conditions, accept the suggestions 
which have been made for the conversion of land revenue into a tax_ on 
agricultural incomes. It would involve too big n_ change in a taxation 
system sanctioned by long usage. It would also involve considerable ad- 
ministrative difficulties besides the possibility of a large loss in revenue. 

The idea of taxing land on (he basis of its capital value docs not com- 
mend itself to us. First, it ofi’ers hardly any .advantages over the existing 
system. Secondly, land valuation will be difficult to carry out and would 
introduce a serious element of uncertainty into the main industry of the 
country, and thirdly, capital value is an misafo test of taxable capacity. 


CoMJtnuciAii Undeutaicinos. 

In the case of a Government commercial undertaking, what rate may 
be charged by Government for its services or commodities is a question to 
which no general answer can be given. The rate will depend on the char- 
acter of the service or commodity, the economic condition of the consuming 
classes and the financial necessities of Government. Any excess of the charge 
levied over the level of commercial return must be considered a tax. 


Customs. 

AVhether tariff rates imposed for other than protective purposes have 
resulted in diminishing returns or not, is a point on which it is exceediuglj* 
difficult to express an opinion on tho data available. Diminishing returns 
are the result not merely of customs duties but also of price fluctuations. 
Prices have fluctuated in recent j’ears to such an extent that it is difficult 
to distinguish the extent of the dirainisliing return caused by variations in 
customs duties as distinct from those caused by other factors. 

Export duties are not to be levied except where the article enjoys a mono- 
poly. In the Madras Presidency there are no such articles. AA^itli regard 
to the question of levying export duties for the purpose of presei’ving raw 
materials or manures, our opinion is that' no satisfactory case can be made 
out for such duties in Madras at present. 


CONCLUSIOX. 

It is difficult to suggest noAv sources of taxation in the Madras Presi- 
dency. At the same time the chief existing taxes appear to have reached 
the limits of elasticity. Sloreover, increased expenclitUre for development 
purposes is noAv urgently required. Under these conditions, a suitable -ad- 
justment of public finance becomes a problem of extraordinary difficulty 
and this difficulty is enhanced by the progress of democracy. Two new taxes 
which may be suggested on purely economic grounds are succession duties 
and a tax on higher agricultural incomes, but grave sentimental and poli- 
tical difficulties stand in the way of their introduction. In our opinion no 
real solution for the in-oblem of taxation can be found apart from a radical 
reconsideration of public' expenditure. Retrenchment is valuable for the 
financial relief which it may bring, but its chief value in the present situa- 
tion is that reduction in what appears to be unnecessary expenditure will 
create a less unfavourable attitude in the country towards proposals for en- 
hanced taxation. The primary difficulties of public finance in every comitry 
are at bottom psychological. 
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i)r. Matliai and Mr. Diiraiswajyii Ayyai’ gave oral evidence 

as follows : — 


T/ic l^irshhuif. Q.-You say ll.al, Ibo ))o.sL jiioLliod of e-stiiimtinR tho 
inculonr.o taxation umlor jnescnt conditions is to nndortakc an intensive 
ccono.'3>u- ciKiniry in oacli province liy dividing tiio province into distinct 
ocononuc areas and investigating llio economic rosonreos of a minimum 
nuinbor of families Iielonging to typical classes in each area. Have you 
any idea as to hmv long this ivill take? 


A. —That really j.s the im/mrlant point alioiit it. 3ly idea is this. Take 
a jnovinee like aladras and divide it into economic areas on the lines 
suggested hy I'f. 1>. Datta. 'I'lien the real problem ivoiild he to find 

out in the diflerent economic areas such a niimher of ti-pical areas as 
Mould make it nossihle lor yon to finish an ciujnirv in a reasonable length 
ol time. Yon have got two tilings to take into 'aecoiint— tho amount of 
time, and the priiieiph' on ivhieh llie tyjiical area may ho determined. Jf 
you M’ant a really exhaustive encutiry yon will hai’c to spend more time 
nnd resources than the eonntry can alford. 


Q. — 1 am purely on the finestion of tho incidencG of taxation. Tho 
general oeonomie euqv'rry has been trairsfcrrcd to tho other Committee. 

A. — The one is clo3oly hound uji willi the other, T do not kiioiv how 
you can .soparalo the wo. Tf yon uant to arrive at any satisfactory con- 
clusion with regard to the inoideneo. you have got to ivait till some" satis- 
factory result has hcori produced hy tlm otlior Committee. J do not think 
you ■’vill he able to come to any reliable conclusion till you have some 
satisfactory basis with repird to the economic condition. The two things 
hang together in my opinion. 

Q. — You would fir.ll divide tho country into distinct economic areas? 

A.~Yc3. 

Q, — 'I'licn you M'ould find out lyjiical localities in each economic ai'oa? 

A. — Yes. 


Q. — TInving got the tyfiical localities yon would divide the poiiulatiou 
of these localities into classes and then yon have got to find out typical 
families? 

A. — Even in these typical areas you cannot find it for every family, 
i’ou should select a mininunn nniiibcr of families. T do not think that 
rou are going to get anything in our country by tho method of que.stioii and 
iinsM'cr. It i.s .simply imjjossible and u-seless. You M’ill have to make an 
intousive enquiry and it will have to be very sIom'. 'Therefore, you M'ill 
have to reduce the iiumher of typical areas coiisisteutly with cfSciency and 
the available funds. 

7?r. Paranjpyc. Q. — So the primary consideration should be income.” 

On that point, 1 wish to say that the classification in Sir Edv'ard 

Gait’s' census report is based on occupation. This gives important and 
interesting results. But the classification according to incoine is the only 
oiiG which is of use for this purpose. It is necessary to see if the popula- 
tion can he divided into a mimhcr of recognisable economic groups. 


0 Surely the standard of coiiifoi’t affects the matter. An agriculturist 

living in a village may have the .same income a.s a clerk in an office, but their 
scales of expenditure are quite different. 

A.— It is quite likely. I should not like to express an opinion on iliat 
till I make an enquiry. 


ilfr Duraiswami Ayyar. A. — IVe have recognized that distinction _ in 
the statement that it is important to _ consider, m d^ermining typical 
classes ivlietlier people reside in cities or in rural areas. Be^des tlm^ Mi.at 
?Sil’ies ibis statement of ours is the feeling that, as Mr. Herbert Samuel 
m ide an estimate for England by splitting up the population into classes 
with varying incomes and taking into account _ the coiisuniptioii of each 

class and how much the different classes pay in the shape of taxation, 
class ana can take a number of typical classes, 

have a iiumhel S fanfily budgets, find out how much taxation each class 
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bears with reference to the various commodities consumed by it, and thus 
arrive at a proportion of the income paid by way of taxation. 

Q. — Have we any materials for this.? 

A. Quite so. That is the very purpose of the economic enquiry we 

suggest in each province. 

Q. — ^Would it not be feasible to begin from the taxation end, that 
is, to take each tax and see what classes it hits? 

Dr. Matliai. A. — How will that help you? 

Q. — ^The salt tax hits everybody, income-tax hits certain classes only, 
while the municipal taxation like the profession tax is on certain classes 
in towns. 

A. — ^Don’t you in that process come back to the original question of 
classification according to income? Whether you begin at one end or the 
other you wdll be sooner or later uj) against the question of how to distin- 
guish the various classes of the population, with reference to varying 
standards of comfort. 

Q. — ^Would it not be useful to indicate what classes do not pay a fail- 
share ? 

Dr. Matliai. A. — ^It might help. I am not sure about it. But jmu would 
have to know jmur classes. 

The Maliarajadhiraja Bahadur of Burdivaii. Q. — You know at the pre- 
sent moment there is a Committee going round to go into the preliminaries 
of what an economic enquiry might cost, and to give an indication as to 
what kind of economic enquiry might be made. Questions of details must 
of course be left to that Committee’, but it strikes me that later on, when 
an economic enquiry has got to be made, these enquiries instead of 
being imperial would have to be provincial. 

Dr. Matliai. A. — I entirely agree. 

Q. — ^That being so, the question is whether the different provinces 
would face such an enquiry. To make myself quite cleai-, I say this : what 
is to be gained by an enquiry? Would such an enquiry be appreciated by 
these classes who are in most cases perhaps illiterate and who might con- 
sider that this enquiry into their every-day life was a piece of oppression 
by the Government for the purpose of further taxation? Do you think 
in at such an enquiry would be appreciated by the masses at large? Don’t 
you think that it would give a handle to political agitators in this country 
to say, “Here is Government trjung to imjiose new taxation and prying 
into the evefy-day private life of the ordinary labourer”.? 

A. — ^]\Iy answer is this. It depends entirely on the way you set about 
the enquiry. There is a way of making those enquiries which would not 
necessarily imijly any inquisitorial investigation. It depends on the method 
and personnel of the enquiry. 

Q. — ^It is perfectlj' clear that such an enquii-y cannot be made by a 
large committee. We have to take individual cases. It is i)erfectl3’ clear 
that you will have to go to the villages to take what is called statistics and 
get the actual income of each individual. Probabljq this will have to be 
done bj' the loiver grade of Government officials. I want .you who have 
studied this question to say, whether from the actual facts in the villages, 
do j-ou or do j-ou not think that there is a distinct danger, if an economic 
enquii-j' in India really wanted to go into details and really wanted -do 
liiid out the wages of the working classes. There is a verj' splendid handle 
for the agitators to put into the minds of these classes a suspicion as to 
file possibilit.v of fresh taxation. I want j-ou to tell mo whether there is 
this ijossibilitj* or not; because you professors are very keen about having 
an economic enquiry. 

A. — With rcforence to the presumption that we professors arc keen 
about an economic enquiry, I may saj’ that I do not accept that pj esnmpiion 
in the form in which you put it. 

Q. — do not mean you particularh-. You students of economics like 
Shah and othei-s want to have a general economic surve.v. 

A. — If there is to he a general economic survey, I would not .start with 
a big enquiry. I would prefer small cncpiiries. Let the habit of enquiry' 
Ue established. 
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■siys he '-voulil not Mnrt (his lorgo enquiry. Tlinfc 


.Mathni 

meets iny noint. 

Vr. Maihiti A.— What 1 moan is tliat this Connuittec inav lead to 
eiuiuuie-' hy .small committee' ot small typical areas. It remains to he seen 
lyheiher an imcsugation oi that kiiul mill lead to .siieh dange;-s mmiJd 
depeml entirely on the method, agency and por.',onnel. If von depend 
eutuely on the tax-colieelmg agency in this J’rcsidencv. von inirrht be 
up against trouble. i'ne trouble licre is that -people mlio are usiiallv 
n-sponsihio lor such work happen to be revenue siibordinale.s. The.se people 
do iheir invest igai ion under an ill-organised system. There is iiobodv to 
insirnet am guide them. lUil it is possible to devise a method of enquirv 
mluch Avoiild avoid Uicsc dinicuflios. Therefore. I do not necessarily accept 
the pix\sumption hchiiid the Maharajairs question. 


Mr. Ditiii'ninniii A. — This Taxation Committee i.s at'o coneorned 

nilh liio economic enquiry, b-ecau-e the dctormiiiatioa of incidence of 
taxation is bound up mitli ihc quc.stion of the income of tiic clashes and 
the amount of taxation that each clas-s pays. 


Q . — Supposing you liad an economic enquiry. 1 ])resuiiic the object 
for such an enquiry should he mainly to rclicrc the burden of the poor. 

A. — d'o get trtic facts. To get at the truth, rvliich is valuable for its 
ov. n sake — not ncccs-sariiy to relieve the burden of a particular class. 


Q. — Is it only to kuom mho pays mliat and to find out vrliat burden 
tliere is on a certain class? 

d/r. Puriiisfoiiii .■Li/’/irr. A. — ^You may devise policies to correct the 
defects, hy a rcclistrihution of the burden or by rccoui-sc to ncm taxation. 


Q. — Supposing a man earns Its. 2 a month; yoiir desire mould be 
to make tiiat man earn Its. 4 or Its. G. You mant an cuquiiy to improve 
the economic condition of those mho do not faro mell in this country, or 
do you mant an enquiry to kuom mhat is the present economic condition? 

A. — Both to ascertain the facts and also to promote the general develop- 
ment. of the country. It all depends on the facts as ascertained liy the 
enquiry. 


Q. — Arc you going with the materials at your dis])osnl to develop and 
improve the condition of those mho fare moi-se? 

xV. — Xot only of that class. But in the general interest of the country, 
a redistribution' may have to be made. If it is found that the lomest 
class makes IIs. 10 and pays Es. -5. then you mill have to redistribute the 
burden. 

Q. — Suppose you find that a Es. 10 man only pays Ee. 1 for salt tax 
and has Es. 9 surplus. Would you consider that in the present conditions 
in India Es. 9 is too small an income for aiW man, and try to anive at 
a solution to increase that Es. 9 to Es. IS? That is the question to mhich 
I mant to knom the ansmer. I am asking yon, because the professors 
almays advocate an economic enquiry. 

A. protest against that statement that me almays advocate an 

economic euqtiiry. 

Q_ Under the circumstances. I mant to knom mhat you mill do. 

A. Asricaltnral reform might come into being. The consolidation of 

holdiuss. for example, luigiit require revision of the tenancy lams. 

Q the anise of an economic enquiry you mant to deal eventnally 

mi-h^the existing tenanev leaislatioii of the country, because you canuot- 
for instance consolidate holdings. Ton cannot for instance stop fractionisa- 
tion and other things -mithont touching some of the tenancy legislation? 

^ Of course, some of these questions mill require consideration. 

T/’C Frcahlcnf. Q. — ^Do you cousider that an economic enquiry to be 
iwefnl nni^t be an cnquiiy into the condition of the people as mell as an 
enquiry iiito ihe method of improving that condition? 

ilfr. Burahicami Ainjar. X. — Yes. 

Ur Mothai. A. — -A.s a student of ccouomics, my omn idea on that 
question is, that the best kind of economic enquiiy is an enquiry mhich 



is carried on without reference to any specific objective. In the past, 
economic enquiries in countries like England were conducted without any 
specific object. 

Dr. Darunjpye. Q. — Afterwards it would bo for the Government and 
the ' politicians to suggest remedies in the light of the facts at their 
disposal. The committee of enquiry now formed might make tentative 
proposals to be examined more fully later on. 

A.— Yes. , ■ , 

Biv Percy Thompson. Q. — In a country like India do you think it is 
possible to get anything more than mere general broad impressions? _ Such 
impressions could " not '’be reduced to figures. Further, do you think it 
is necessary to make the enquiry a general one? Do you know any country 
ivhere they have attempted to do more when con.sidering the burden of 
taxation ? 

A. — My answer is this. 1 am not aivare of any countiy, where for 
the modification of the taxation system a detailed economic inquiry has been 
undertaken. But it depends on the degree of broadness. It- is possible for 
you to have general impressions which w'ill be so broad that thej^ will have no 
manner of nearness to the truth. , 

Q. — My idea of the broad general impression is this ; you can start 
from the taxation end and see what broad general classes each tax hits. 
By this method you can come to a general conclusion without separating 
your iioiiulation into a classification based on income. 

A. — I agree that would mean that jmu have some idea of the classes 
into which the population divides itself. Have you got an 3 ^ data for it? 

Q. — You have got the income-tax. <.You have excise. You know more 
• or less with regard to excise as to what class it is that paj'S it. Similarly, 
with the customs duties on luxuries, j'ou would know what classes are hit 
by what tax. 

A. — For example, take the tax on toddy and countiy spirits. The}' are 
consumed to some extent by different classes. 

Q. — I would not go into such details. 

A. — ^May I suggest that questions like this are rather important for 
the suggestion s'ou make? 

Q. — We cannot go into details very fully. A statement such as the 
following — a man earning five hundred rupees pays so much, a man 
with an income of a thousand rupees paj's so much — would bo very 
fallacious. 

A. — think we ought to be able to get something better. 

Mr. Duraiswami Ayyar. A. — I go very far with you and I am in general 
agreement except with regard to the broadness of the geireral impressions. 
I should like to go a little further than you and get at less broad inipressions 
by means of some kind of eiiquiiy or inr-estigation. 

Sh' Percy Thompson. — Tt is certainlj' a subject for enquiiy. 

Dr. Paranjpye. Q. — ^When you have the family budgets you know the 
amount of tax that a family paj’s. You have got to consider the general 
average. So far as the members of that class is concerned it will mercl}' 
be a general average. Tt is a general impression not applicable to indivj- 
dnals. 

A. — ^Yos. Tt comes much nearer th^^ truth and is less general. Tc 
is only a question of degree. 

B\r Percy Thomjyson. Q. — I think the object of .such an cnquiiy would 
be, as far as possible, to get rid of false impressions. You would replace 
impressions ly facts. We all agree. 

A. — We want to go a little further. ITiat is all. 

Dr. ITydcr. Q . — It is admitted that taxation should bo based on the 
jn-inciple of equality. If you want to reduce this into terms of sacrifice, 
what would you have, equal sacrifice or least aggregate sacrifice? 

Dr. hlatlidi. A. — T would not like to commit mj.'^elf to eitliCi', but ! 

■ am inclined to say equality modified by considerations of least aggregate 
sacrifice. AVlien you speak of least aggregate .‘:acrifice, I take it yon arc 
thinking of a system under which pcoi>!e on the margin of subsi.stence 
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"»yU>ii>S Aatcvor to ll„ 


or (he 
Htnlo, 

V-fi- i! •> tlJiii IS your fiuc.stion, 1 tiuuk it u'oiilfl Im vorv 

hnic ult to fiivo -v j-att-ovirul auswor lo t},nt. Mv om-u k\ll is IhL that 
JOII !uloj)(, tho poMtion of lon-st. npRropato sncrifiro in tho present economic 
c uuhi.on oi ( 1,0 country, yon nro Jikely to ho up against a veiT Sons 
uiancinl poMtion \Mnle luy sympathies aro n-iUi tho school which ask for 
!r,1 r snerince, 1 think in view of the present undeveloped 
(onditions ol our country, it would ho necessary to waive that principle. 


Q.~lhvvo IS n general imjncssiou in the minds of tho people that the 
nicnmo oi f lie l.n k of our people is lower than what it should lie compared 
with tliat of tho hulk of tho people in other countries. But, if you take tho 
I'xciso dntiO'i and cnstoins duties, you would find that out of tho total rovouno 
ol ]() <>torcs of rupees, 5J or G erores come from tho excise duties, and thov' 
come troin the poor people. Well, in such a case, what wonld yon have? ‘ 

A.— l Would ceriaiuly like to lessen the harden on tlic classes who have 
least and to shill it on to tlio shoulders of tho riclior elas.se.s, hut tho 
process shnulii he very slow in view of the fiunneial needs of ilio countrj'. 


Q . — We are talking only ahont ahsolnte jirinciples. 

Aifi/iir. A . — U is an ideal. We cannot deal with 
iihbolute )>rincip(os. I’rinciples in piihlic fiuanco liavo no .sanetit 3 ' apai’t 
from the i-ircuuislaiu'es of each eouutiy. 

Dr. Mttlhdi. A. — I’ractically the point is this. Wiero you have a 
country wliore the hulk of the population is jioor, j’ou must cast .your net 
wide if yon want to got enough mpnej* to carry on an efficient .system of 
admiriisf ration which will develop the resources of the countrj’. 


Q. — T ask yon this question for this purpose. There is a universal idea 
hero tiiat taxes aiv somewhat liigh, and the idea that every one should pay 
something conflicts with Die doctrine of the least aggregate sacrifice. 

A. — Wc have to approximate to that ideal, but the process will be slow, 

,S'ir Perrii Thompson. Q. — Your suggestion with regard to income-tax 
is that it ma.v ho ])ossii)lo to raise the rates lij' 50 per cent on the incomes 
ranging hetwcou £1,000 and £10,000? * 

Mv. iJuraisirumi -I’/j/or. A. — Yes, that means Rs. 15,000 and IJ lakhs 
of rupees. 

Q. — You do thi-. on comparing tho rates in tho European countries? 

A. — Yes. 


0 You say “Anv proposal, however, for an increase in the rates 

of income-tax iii India must take into account the following considerations: 
(1) the prevailing liigh I’ates of interest on capital”. I do not follow that. 

A means the business men who liaye to earx’y on business in India 

have to borrow their capital at much higher rates than in European 
countries. Consequently, if you impose a further burden m the shape of 
income-tax of the same heavy character as m European countries, it will 
penalize them too lieavilj*. 

O —I do not quite follow your line of argument. Income-tax is levied 
only lifter the business man lias paid intere.st on his loans. 

A _The business men in Ind^a hare to compete with the birsiness men 
in oSier countries, and there they borrow their capital at very low rates 
It hSe have to borrow at very right rates: consequently, when they 
ro nnete w th tiie products of other countries, they are at a disadvantage. 
T? on the top of that you have an income-tax of the same heavy character 
S S otie. cmiatries it^s » diffemitial burden oa thei,,. Theretere, we w,li 
°to“ short of rotes Hint obtoin m other countries. 

j- +i,Qf 1 Ilia'll rate of income-tax has an effect upon the 

income rax income-tax bear upon the cost of produc- 

tb^ere is such o-reat agitation in England for the reduc- 
ScoineSS. h“an«e'the!-'fin« it difficult to compete rn U.o world 

market. 
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Q. — 1 hnvo nov(M" board iliis staionioid inado, booniiso inooino-lnx i'k a 
iax on tbo diffcronco ludwoon (iio oo'.l of producl ion and tbo .soiling price, 

A. — Yo^. bn‘ tbo ]iri'!iis are lodnood wbon yon have a boavior incoinc- 
lax. and v.bon jiroiits nr<' rodutod. iboio will nt)t I;o tbo same indnconiont 
(o onlor into bn‘:inO''i. 

Q. — Do von moan (o '.iiggo-t that tin* rato^ of inoonu'-lax aro .so bigb 
Unit people wonld ooavo to iirndnro? 

A. — Very bigb rato> a.ro a bandic'ap to Inisino'-s. 'riini- is wby 1 say tbat. 
we do not want inconu-tax in India a. boaiy as in otbor <'onnlri<*s, still 
tbo incoino-tax wbicb is beini!; paid now is very inneb lower Iban in 
otbor countries. Wo sbonid bavo a coinproniise, tbat is, a balf-way-bon.-e 
arrangement . 

Q. — Tbo point is Ibis. V»m inabo a snggo4ion tbat tbo high rate of 
inoonie-inx eripjdes the business man, becansc' it raises (bo cost of 
l>rodnction ? 

A. — Vo, it ('ids into tbo jirofils'. 

Q. — Ifnt pi'ofits bavo notbing to do with tbo cost of [irodnction. 

A. — Xo. Xonnal profits do enter into tbo lost of prodintion. 

Q. — If yon bavo an iiuoino-tax on c-oHon inannfactnrors and not on 
jnto inannfactnrors. tbon yon wilt got cai>ilal liowing from itu' cotton to 
into indnstry. but v.bcn tin' tax is the sanu'. bow c;>n lliis icsidl occur? 

A. — H is not as belwomi tbo cotton and tbo jnlo industry in India I 
make tins statomont. but as botwoon indnstiies in tbo wbolo of India tnid 
elsowbcro. It is ilimo tbo difficulty coinos in. It is bi'twoon the indnstricK 
in India and indnstri(*s clsewbon>. 'I'lu' dillicuity conics in tboro and f 
say tbat tbcrc ought to bo a ditforonco botwoen tbo rales of income-tax 
in India and elsewhere, becau-e an Indian has to i>ay a liigbor rate of 
interest aiwny.s. 

Q. — T cannot follow yon. India is presumably content with tlie, same 
profits as Franco. Having made profits, ii Uio Imlian (iovornmonl elect to 
tabo a larger jiroportion of tbo jnolils than the bbomb Govonimont lalce, 
tbat does not crijiplo this man’s coinpi'tilion. but it loaies less income to 
spend. Tbat does not enter into tbo i-ost of production. 

A. — It may be tbat tbo I'boncb business man has to jiay onij- an interest 
of d ])er cent on tbo working oupital. Imt in India bo has to jiay o jior 
cent. 'To Ibom tboro is aIroa<ly a bandieai) and on tiu' top of that bandieap 
you should imt bavo the same rate of iucomo-tax. 

Q. — Of course, a Jiigb rate of interest is a baudieaji, bocanse that is 
a thing wbicb outers into tbo cost of production, and it lessons tbo profits, 
but the profits being what they aro, tbo rate of income-tax yon imjioso on 
them, provided it is a general income-tax, docs not enter into tbo cost of 
production at all. 

A. — T do not agree with yon there. When yon compete with outside 
countries whore tboro is loss rate of interest on the working capital, 
naturally tbore will be less ]>rofil.s bore, 'fboroforo, unless yon lower tbo 
rate ol income-tax, there will not bo a pariij' lietwecn the industries. 

Q. — If there is less profits, tboro is less income-tax, because wo only 
charge on the profits. 

A. — It is only a question of vixtes. If tbo rate of income-tax is ]o.s.s, 
only then there will be parity between the manufacturer lioro and tlio 
manufacturer elsewhere. There cannot ho parity unless j'on redneo tbo 
rate of income-tax. 

Q. — I sugp,est tbat rate of interest enters into the cost of production, 
but not the other. 

A. — But normal profits also form part of the cost of production. 

Dr. Paranjptie. Q. — 'Hie only effect w'ould be possibly it ivould tempt 
the Indian capitalist to invest his capital in other countries. 

A. — ^That means that the industrial development will suffer here. 

Q. — ^But is capital .so mobile here? 

A. — ^In any case here the industi'ies w'ill suffer. 

vir— 2 
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Sir Percy Thompson. Q — You say that the distinction between earned 
ft O be apph^ with caution in India. I agree that 

caution. But it seems to me that your reason 
rm^ev T ^ p^estioii of unearned agricultural incomes does not arise 
ril+t Act, IS the most serious one, because of the fact that 

rents tor instance, which are the principal form of unearned income, .are 
not charged to income-tax at all. 

A. — I agree. 


The President . Q.~With regard to excise, I take it that Mr. Diirai- 
swami Ay jar also accepts the schemes of Dr. MathaiF 

A.— Yes, Sir. 


Q. — You propose a policy of experimental local option with regard to 
country spirits? 

Dr. Mathai. A. — Yes. 


Q.— With regard to that policy, the suggestion comes to this. Unless 
the_ action involves some sacrifice on the part of the majority who vote it, 
it IS an unjustifiable interference with the freedom of the minority. 

A.' — I accept the i^osition. IMaj' I' explain what is meant by experi- 
mental- local option? It is this. If you are going to have an effective 
system of local option at all, it will depend very largely on whether you 
will be able to constitute a satisfactory electorate. 


Q.— You mean adult suffrage? 

A. — I should not say that. If you can have an electorate which is ■ 
sufficiently representative of the general locality, that is sufficient. 

Q. — Can you give us an example of local option, where there is no adult 
suffrage ? 

A. — Probably there is not. But in this country it will be necessary 
to compromise on that point. 

Q. — Does it not involve an enormous extension of the electorate? The 
proposals of the Bombay Excise Committee would involve a very large 
extension of the electorate. 


' A. — Suppose you start a policy of local option straight away, it will 
be necessary for you to consider so manj' circumstances connected with the 
case. My position is this. When you look at the experiments in local 
option, you get the impression that there are a number of people who theo- 
retically at any rate hold this opinion — ^ijeople whose opinion must command 
weight. 


Q. — It might be the solution of the problem, but at the same time 
where it has been tried, I find people in practice regard it as a failure. 

A. In this country the conditions are so different from the conditions 

in otlier countries, and at the same time at present we have no data to 
work out a general policy. Therefore, we suggest you should talre a few 
areas where it is possible to constitute a fairly satisfactory electorate, and 
get" data on which you can base a general policy later on. I do not want 
you to launch out straight away into a general local option policy. I do 
want some kind of experiments, so that public opinioii might have some 
chance of being tested with reference to data. I know they tried in Salem, 
hut they tried under conditions ivhich were not favourable and it did not 

work well. 


0 —You have studied the experiments made in other countries like 
Scotland, Canada and Australia, and agree that there is great doubt as to 
thoir success? 

^ _j do think that people have doubts aliout the practical results 

^0 .—Can’t you learn from the history of other countries? 

^You cannot convince public opinion by the o.xporienco of oL icr 

countries different from ours. -ninncP 

Q -Does your pamphlet bring out the pros and con.s o those opuuons. 

A.— I think public opinion in this country is very strong about this 

questira. emphasise the importance of bringing out the pros 

and ^ 07 K^ of the history of these experiments in other countries. 



A. — i\ry f)|)inion is tliat iliei'o is no Provincial G'ovornniont licroaftol' 
in this country wliich can afVorcl to ignore the strong opinion in the electorate 
on tin’s qnc.kion. Tliorofore, niy suggestion is tliat local option is 
the least hannfnl niethocl of satisfying tliein. 

Q. — alay T, nitli all respect, put it to yon that one of the functions 
of the toacher.s and economists in this country is to educate the pul)lic 
as to the actual facts of the trials made in other countries, and not to 
allow public opinion io proceed without any inlovinatiou i:' 

A. — T may say, we have hoen doing it very much to our own cost. It 
is impossihio for the teacher or economist to do it without .suflicient practical 
evidence. 

Q. — Do you suggest that the experiments .should he p.aid for hy the 
majority who want to enforce itP 

A. — The suggestion f should like to nuikc is this. Supposing you have 
a selected area which wants this experiment to ho tried, tiien before 
you actually introduce the exjieriment of local ojition, 1 should lilce to 
get an assurance from the local body in charge of that area to s.ay if 
tho\- are willing io have it introduced, and are willing to bear a certain 
portion of the cost. 

0. — Is it fair that the ryot should pay for a fad of the urliaii 
intclligentia? 

A. — You might take a local area where this question of conflict between 
the town and country does uol ariEC. Take an entirely rural area and 
make your experiments there. J’racticall.v. wliat I would do is; at present 
you give certain amount of grants to these local bodies; 1 will toll them • 
this 

The J^rcshlciii Cinicrntjjta). Q. — Arc .vmi going to allow the members 
of the district board to vote for it? 

A. — No. Before you constitute the electorate and set the local machi- 
nery in motion, 1 would ask the local bod.v in charge of that area whether 
they want tlie experiment to bo made. Supposing wo lu.vc to meet a defici- 
ency in revenue, it will moan some roduefion in the amount which the 
Provincial Government would make to that loca( body, because it was with 
their expre-ss assent that we started the experiment iii the area. 

Q. — ^^Yhat is to ho the relation between the local body and the electo- 
rate P 

A. — ^Tho relation is simply that they are both in the same area. Wo 
do not want local option to bo introduced unless the local body asks for it. 

Q. — I suppose you will agree that grants .should be for specific services? 
A. — ^Yes, 

Q. — ^Wheii you deprive the local body of a grant, you dejirivc it of a 
certain service? 

A.' — It will compel the local boai-d to raise an additional amount of 
revenue. The people in the locality will ultimatclj' have to bear it. 

Q. — The obvious method will be tlie levy of a land cess, 

A. — That would be one method. 

Q. — So that you are going to make the landowner pay? 

A. — Yes, the landowner would be sufficiently represented in tlio electo-- 
rate. 

Q. — ^^Vould lie form anything like the majoritj'P 

A. — do not know if jmu are justified in making this clear-cut distinc- 
tion between landlords and other classes, as if there was no point of contact 
between these classes. 

Sir Percy Thompson,. Q. — ^’SVould jmu tell the landlord before be votes 
on this experiment of local option that he has mostly to pay the piper? 

A. — I think the landlord would understand it. If the landlord as a 
community in a particular area is sufficiently strongly set against the ex- 
periment of local option, it seems to me that he has sufficient influence io 
vote it out. 
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;:nri7l;i'„^^t!.f ctns!;;;?,',!?^ &"J ''-< 5 '“”'' ‘“ "‘-r-ance 

■^* ^ statement; I have no opinion on that. 

ciso Govcrnnients, aided by Advisoz-y Committees, exer- 

cise piactic.ilJj all the powens ivlncli were exorcised by the Board of Control? 

character of that Committee is a ticklish question. My own 
free ^ ^vorked sati.siactorily, because it is not sufficiently 


Q. — ^And the licensing, boards? 

A. They have not worked c'ery ivell in Madras. 

Q'~I have a statement Avith regard to the United Provinces that the 
l)oarci.s iiavo greater poivers of reducing licenses than can be exercised by 
iicensing authorities in Great Britain or by licensing authorities vdth a 
mandate for limitation of licenses under any local oiition scheme in the 
British Empire. 

A. — I wish that ivere true of Madras. 


Q. — If that Avere so, Avouki you be satisfied? 

A. — I do not Avant to suggest that I am altogether against cxciso 
Advisory Committees; they have done fairly useful AA'ork. The only point 
is that they do not go sufficientlj' far. 


Q. — You AA'ill concede that there has been an enormous reduction in the 
number of shops? 

A. — I quite admit that. As a matter of fact, I do not take the vieiv 
that the present excise policy has caused any increase in drunkenness. My 
objection really to the auction policy is that AA’hilo putting up jirices and so 
helping to check consumption, it is placing too big a burden- upon the 
poorest classes. I feel that, particularly Avith regard -to toddy. At your 
auctions you put up prices; naturally, therefore, the poor man on account 
of the rise in pi-ices has to get his consumption restrained, but at the same 
time, because the consumption of toddy_ is not really consumption Tvhioh 
varies as much as that of distilled spirits, there is a kind of relaih^e 
steadiness about it. The result is that Avhen you put up prices the 
man pays a lot more for xiractically the same qnantit-A', and thereby it seems 
to me that Avhile you are able to get a restraint of consumption, you are 
placing a serious economic burden upon him. 

Q. — You are no doubt aAvare that auctions have been reconiniended as 
a measure of temperance reform in England? 

A. — I do not accept the English policy as really the model for India. 
Auctions are effectiAm, but they haAm their disadvantages. 


Q, — You kiioAv the pi-ocedui-e in Bombay wliich was adojited Avith refer- 
ence to the report of the Excise Committee? 

A. — I do not knoAV udiat action has boon taken upon it. I saw a 
GoAmrnment resolution on it. 


Q. — The last action in the Council, if T am not mistaken, dropped local 
option in that province altogether and ended in a vague recommendation m 
favour of prohibition after 20 years in place of the original motion recom- 
mending immediate action. HaAm you studied the effect generally in pro- 
vinces of the very strong restrictiAm action taken in the last tew years r 

I ]iaA-e studied the question Aiith reference to Madras; it has boon 

effective here in some Avaj's. 

O Do YOU accept the statement that there has been beyond doubt a 

groat extension of smuggling and common use of the .Rf 

^11 ni+nvicoTits cocaine? The policy has also gn-en rise to illicit distilla- 
tion and smuggling of liquor and cocaine and the consumption of crude 
opium on an unprecedented scale. , , , .1 

A —If you are speaking of illicit consumption Avith reference to the 
kind of drinks resorted to by ordinary people in* this Presidencj, vi/., 
L-?ack and toddv, I should say that the danger of illicit production would 
be very much greater in regard to toddy than in regard to aiiadv. 

0— Actually, haim not the number of prosecutions for illicit distilla- 
tion reached oa'ci- 2,000 a year? 



j\. — 1 lliiiiU tlim i-; uoiiij:; lo In' mluci'd lu'ic'jirtoi'. .My point i.‘. Iliis: 
in !Ui"U'k yini liiul thnt tlio Inisiiinss of tin' (list illtil ion is };(.in(^ to lio 

inci'Oiisintily an oi”:;>nis('{l imins'ry. If yon cotild litivo dislilini ion orfinnisod 
fairly well as it Intsino-s. it is possitdo for yon to "t'i at it oa'-ily lor flio 
pni'iiosc of control. 'i’In' dilforoinc' is Ix'twccn raw lif|nor and distilled 
litinor. If yon aro thinkinr: of raw litpior, it nic.ins tlnit. it is noccssarily 
goin^ to renntin ti lioint’ indnstry. If yon iiia' going to control distillod 
liquor, the possiltility that tlu^ industry may he an organised industry gives 
you a hotter handle for control. 

Q. — 1 do not qnife undor.stand what you ineau hy jin orgtinised 
industry. 

A . — In this I’reddency. for eNainple, I'tirry iV ('oinjiany are iucrctisingly 
re.sjionsihlo for the distillery husinc'-'i. 

Q. — Every villager knows how to di.til iirr.aclcp 

A. — It is not (ptite .sO conunon. I shonld .say it is very much less com- 
mon thitn the prodtieiion of tcaldy. 

Q. — In !i passage in yonr )>ook tk'xeise and Liquor Control) in whieh 
yon (leal with toddy, yon say th:!t fin' eo;isnmption of toddy |)i'odnces less 
of tlie evil elfeets jieenliar to ales'lnd. What is yonr hasis for this .stiitc- 
mont? 

A. — ^'I’lie Ivc'iiort of the lOxciso Coinnii(le(' of l!*(n .and tin' ftovi'nimenl, 
nolo j)repared Ijy Mi-, .^tr.ilhie. 'I’Im' point, 1 think, wliieh these experts 
have tak(‘n ovei- and o\ (>1- again with regard to toddv is that toddy is a had 
thing: tliey .say it is had, hecanse stale toddy upsets the digestion. 

Q. — Tn the words of (he Coinniis'.iouer of .Milcari. llomhay. “1’lie eon- 
firined toddy drinker soalcs. lie heconics h!r»ated and lethargic, while the 
drinker of country spirit has his gin.ss oi- (wo now and then and is soon 
done with it.” 

A. — Eistillod sjiirit acts upon your nervous .sy.slem; toddy reacts uiion 
your howcis. Plainly 1 think that is the (lifrorence. If yon aro going to 
prohihit things whicli upset pcople’.s digestion, wo shonld in this eonntry he 
proliihiting one another’s food. 

Q. — Pcrha])S yon have seen the llejiort of the Crime I'iiKpiiry Cuininittec 
in Burma? 

A. — I have not .seen it, hut I Imvc looked into criminal stati.stic.s 
with regard to that in this Presidency. 

Q. — ^AVill you lake it from mo that one of the reconnneiulaiions of Hint 
Coinmittec was to put toddy under the control of the crime investigating 
officer? 

A. — I have discussed this matter with various people who have had 
experience of it, and 1 .should not Iiave put it forward unless J luul some 
kind of assurance from them that it is roughly the right position. I have 
discussed it with xicople who lun'o had district cxperienco in areas where, 
toddy is xJi'oclnced on a largo .scale, like the Tinncvclly district. 

Q. — It is a very open question. 

A. — Probably it i.s. You have to make u distinction hotwocn individual 
consumption and aggregate communal consumxAion. If xu’ice.s go down, you 
might find an increase in cousnmxJtion ; hut that very iJrohahly doc.s not- 
iinx^lj^ an increase of consumijiion per head. 'J'he increase i.s an aggregate 
increase, due largely to the fact that xjcoxjIc who do not drink arc able noAV 
to afford the luxury of a drink. 

Q. — Can 5 mu .suxjport that by figures? - ' 

A. — It is a matter purely of observation. If yon ask me for figures, 

I will give you something like this : Bui-ing the great rise in prices during 
the war, you will find with regai-'d to toddy and arrack jjractically the 
same amount of consumption according to official rexjorts. If you examine 
tlie figures with regard to the retail price of toddy, you will find that yon 
are able to get a steadiness of consumption with regard to todd 5 ', by 
increasing prices very much more than j'ou do in regard to arrack. 

Q. — Have you compared the rise and fall in the consumption of arrack 
in proof gallons with the rise and fall in the number of trees tapped? 
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Avon-y me, because the whole question turns on the 
clistinctioii you make Ipetween individual consumption and communal con- 
sumption. J-he^ onlj' justification for Government to interfere in this 
business IS that individual people who drink, drink to excess. It is only when 
consuniptioii is excessive that social liariii results and the whole question is : 
wiiat do 3 ou mean 1 ) 3 ' excessive consumption? You fix a certain standard 
and 011I3' be3’ond that standard do 3'ou get drunkenness. As a general 
lule, the man who habitually drinks todd3' does not drink to the same exte.nt 
of excess as a man who drinks arrack or an3' of the distilled spirits. IVhen 
3'ou look at the main justification for Government control in various 
countries, 3'ou find two conditions. The first condition is that excessive 
drink does harm. The second is that thei’e is an appetite in people 
which drives them to excessive drinking. Unless these two conditions 
exist, 3'oii as a Government have 110 business to interfere in this 
matter. With regard to todd3', those two conditions exist to a 
very much less extent. If you are going to find a real practical solution for 
this, problem, 3’ou have to look more elosel3' into the distinction between 
distilled liquor and raw liquor. Perhaps 3'ou are aware that among 
temperance people on the continent of Europe (not among administratoi's) 
there was a general feeling till three 3'ears ago that public control ought not 
to extend to liquor which does not contain more than 12 iier cent of 
absolute alcohol. 


Q. — If 3’ou find that the consumption of spirit was fairl3' slcad3' and 
the total number of trees tapped was larger, what would 3'ou sa3'? 

A. — I should examine it from the point of view of individual 
consumi)tiou. 


Q. — ^Then 3’ou come tb the 12 per cent which 3-011 sa3' obtains in France, 
Gcrman3' and Switzerland. Actuall.v, the iiolicy in this Piesidency recog- 
nises that, in so far as It has abolished the arrack shojis in cerlain districts, 
leaving the toddy shops. 

A. — I think Government are moving on right lines in this matter. 

Q. — You say that vhe objection to the present excise policy is not that 
it has led to excessive drunkenness, but that it is tending to place too 
heav3' an ocononiic burden on the poorest classes. The3' would not give up 
their drink and if you make them pay^ a high price for it, it would toll 
upon their subsistence level. I suppose that is your objection .P 

A. — Y'esj the poorest classes who consmne toddy. AYliat I would suggest 
with regard to toddy is that you had better get back to the fixed fee 
system. 


Q.. — ]u other words, you would reduce taxation on thnt.P 

A. — Yes; if you think toddy ought to be kept under control. 


less 


Q. — The whole of this depends on your suiijiosition that there is 1 
drunkenness in toddy than in arrack. Have you studied the figures of 
drunkenness in the taluks in which tlio an-ack shops have been .suppressed? 

You got the figures of drunkcnnc.'^s from convictions from police 

records. I do not think they arc of much value. 

Tobacco. You say' that the attempt to differentiate between crops 

would' bo a novel precedent in land taxation in India. We have just learnt 
that in Burma tiiey have a crop rate for tobacco, sugarcane and hotel. 

A. — I did not know that. 

Dr ]\tranj])}ic. Q. — In the Punjab we have a crop rate for irrigation. 
That is two different crops which require the same amount of water are 
charged’ differentlv. What would yo» f= 5 ‘.v to a first step of State monopoly 
of retail sale which would bo worked through licenses sold by unction, say, 
a monopoly of vend over an area such as a t.aluk? 

\ _'Phat is more or less the kind of system you have with regard to 
toddy 'and arrack .shops. They are trying that in Cochin. 

Q _'Phcy have that in Cochin. Travaheore, Patiala and other State^. 

A '_Alv'fcar is ihai with regard to a large area like the .Madras Piesi- 
dencv'tho'quoAion of smuggling ami illicit production might >'Cc«me a 
"snc„ . T„ re'Mrd to Cochin and 1 ravancorc. tliei haie tins 

S"iVuhant.a’ge‘^^ barclh- any tobacco Is produced there. Mo-t of it 
conic from outside. It i< a .-mall manage.-iblc area. 
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Q. — It Avas suggested to ns as a corollary to this monopoly of vend that 
there should he a fairly high limit of iirivate ]jossession and that all tradei'S 
in tobacco should he licensed, so that a cultivator -would have to sell his 
crop before a fixed date either to the monopolist of his area or to bho 
monopolist of another area or to a licensed trader. 

A. — I think that might he tried. 

The Maharajadhiraja Bahmhtr of Bitnlvan. Q. — ^You say that land 
revenue in its present form is an old tax and that is a factor which is in 
its favour. Do you consider land revenue to bo a tax? 

A. — Our position with regard to that is that it partakes of the character 
of both a tax and a rent. There is an element of tax in it as it stands at 
present. 

Q. — ^You consider it as an old tax and not as an old sy.stem of land 
revenue ? 

A. — If you are looking at it as a thing which has been in existence for 
150 3 'ears, i think that all these 150 j’ears it has partaken of the character 
of a tax. 

Q. — ^You consider it as an old tax? 

A. — ^You might dro^ the word ‘tax’ and substitute ‘contribution’ if 
you like. 

Q. — ^You say that because land revenue is an old tax, jjou cannot, in 
view of the present conditions, accept the suggestions which have been 
made for the conversion of land revenue into a tax on agricultural incomes. 
From this, I understand that, you are not in favour of the conversion of 
land revenue into a system of income-tax on agricultural incomes? 

A. — ^Yes. 

Dr. Paranjprjo. Q. — You say that the feeling of irritation which un- 
doubtedly exists at present with regard to land revenue is largely due to 
the uncertainties of resettlement and to some extent also to the inequalitj'- 
of the burden as between the large and the small proprietor. What is this 
-inequality of burden as between the large and the small proprietor, if land 
revenue is regarded as a contribution from the surplus? 

A. — I think we had better put on one side, for the purpose of clear 
discussion, this controvers,y as to whether land revenue is a tax or a rent. 
Whatever might bo the way in which this -was regarded in the das's before 
British rule, since British rule started, the basic idea has been surplus, 
hut in collecting that surplus, I think almost unconsciously, perhaps also 
consciouslj^ various principles which relate spcciallj- to a tax system have 
been introduced, with the result that jmu have a rent which is gradually 
approximating to a sort of tax. 

Sir Percy Thompson. Q. — Wliat are those characteristics? 

A. — Take, for example, the latest recommendation of the Joint Com- 
mittee — the idea of no taxation ivithout representation. They recommended 
that all the principles which regulate land revenue should be brought 
under legislative control. It seems to me that when they accepted r.iiis 
principle thej" were thinking of it, not in flie light of a rent, but in the 
light of a tax. The sanction for taxation is that i-fc is accepted by the people 
upon whom the burden is left. It is a principle of taxation which is 
accepted in democratic countries and to the extent that the^^ decided to applj' 
that here, it seems to me that they were thinking of it rather as a tax than 
as a rent. 

Q. — ^Do you say that the fact that this payment is made is a justification 
for relief from a general tax like the income-tax? You know that agricultural 
incomes are exempt from income-tax on the ground that they pay land 
revenue; do you think that a reasonable justification? 

A. — think it is a practical justification at present, because it is very 
difficult for jmu to get at the income of the agriculturist. 

Q. — That is another ground altogether. On the ground of principle, do 
you accept the proposition that jmu are not subjecting agidcultural incomes 
to an income-tax, because thej' already pay a very heavy tax hj”^ way of 
land revenue? ' 

A. — No. I want to clear my position. If it were possible from a 
practical point of view, I should like to make this land revenue an income- 
tax, i.o., a tax upon agricultural incomes, instead of a contribution from 
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£.■ Pi'Oftical aiffloulties and I am not stmoesbW it 

t?on Z "•» >'“r ourselves tnlS pi ; 

ta ihe shape of fS rive.!™® -outribnlion to the site 

■'va3': If you abolished land revenue and substi- 
wotdd unAlF 1 ”’co«ie-tax Tvhioh applied to agricultural incomes, 

cknp T°+ ^ landaolder be m a more favourable position than anj^body 
suppose J am a shopkeeper. I pay rent for the shop and I get 
some income on account of the shop. A landholder makes the same income 
from laud but he pays nothing for the land. We use the shop and the 
shop.P^”^ ^ purpose, why slioufdn’t lie pay as much as I pay for niy 

A- — -Isn’t that really a question of detail? 


Q- — -I think it is one of vital principle. 

- i Ayyar. A. — That i.s taking the position that the State 

IS the landlord. 

Q. But you take the vei-y ojiposite position that the holder is an 
absolute owner 

A. — ^IVe do not take that position. 

Q- — You s?vy that the absolute owner can 'have that laud without mak- 
ing any contribution to the State except a general contribution wliich 
the non-landholder also makes? 

_ A. — It is not partaking of the character of a tax and rent. If that 
position is taken up, it will become altogether a tax. 


Q. — ^Lot me go a little further. Suppose the finances of ,your country 
do so well that you can dispense with income-tax altogether.* Now then, 
what is the position that your landholder has got? 

A. — That is a very theoretical position. When yon can abolish income- 
tax, 3'ou can abolish land i-evenue also. 


Q. — What I say is that it is moi-e reasonable for the State to take a 
share of the rent; having done that, 3’ou must assume equitable treatment 
as between the landholder and Government. If you then put a general tax, 
like the income-tax, that must appb’ right through. 

A. — That is a practical question. A]read3', he hears the burden of the 
land revenue, and on the top of it to put income-tax would be too much 
of a burden. 


Z?r. MatJiai . — Could you not make some kind of adjustment by 
which the thing might be equalised? 

Mr. Duramcami Ayynr. A. — ^It takes for granted that tho State is 
the absolute owner. 


Q. — Nobody has ever been able to define the term ‘owner’. It is 
fifty things in fifty different countries. What appears to have happened 
is that the State has parted ivith its rights in land and coiisicleration 
’'s the liability to pay a certain sum of money at such rates as aro prescrmod. 
If that is not a rent charge, I do not know what a rent charge is. If if is 
1‘ent charge vrhy should it exeiViX^t 3'ou from inco7iie-taxr 

A.— It is partly rent charge and partly tax. It is that which e.xplains 
the position. 


Q.— There are two pieces of land. One, a piece of ryotwan land, pays 
o lonr) rpvMiuo of Rs 40 There is another piece of land exacts R'nuhii 
is leS Tram tile Inmilorf nml.for rtich U.e temnt p.rs ^ m 
He pays no land revenue but pays rent, just as in England. W13 should not 

his profits be taxed? t/t * 

A.— The profits of the farmer could ho taxed. It is on a difToreut 
footing. It is a Imsiness in the case of the latter. 

Q.— The man who pays Rs. 40 should not ho taxed and -the man who 
pays^Rs. 80 may ho taxed? 

A In the case of one it is business; in tho case of the other tlioro is 
o t S mrncr.s}i ip. Where tho owner occupies for gciiorations b.e 

pa3S laml rfvenul Tlierc should not he land revenue as well as income-tax. 
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' Q.' — So llio pvojiositioii is iliiil, ilio liindioril is l.lio n1>.soliiio owiiorP 

A. — Nol an al)solulo owner. 

Q. — Ti .scoins io me tliat yon do lip-service lo lliai j)rinci])lo. 

Di\ Maihai. A.— Probably wo do. 

J)r. lli/th'r. Q, — I’avsin" on to ibe next senionco 1 lake it that yon 
are in favour of a permanent settlement iji resimet of land rcvenno and 
Iben calling: n])on the aRiienltnrists to pay an extra levy wlionovor there is 
a financial necessity for the Statop 

A. — That is tlio proposition. 

(.). — 1'herc wonhl lie an elemeni of nncorfainly in respeef of this occa- 
siona! exlia levy. At present tliere is a certainty for at least 25 to .‘50 
years.! Wiion (he land is ))onnanently settled, he may jiay this extra lew 
i'onr or live times and it may resnll in a state of affairs with more nn- 
certainty than at present. 

.A. — ^^Vo thought of that difl'icnlly. We reconciled onrselvo.s to it in (In's 
way: It is only on a special emergency that an occasion for a levy wonld 
arise and as the emergency passes away the thing wonld ho dropped. 

Dr. Miifhdi. A. — The point is whether a legislature that rcpre.sents 
pro])orty interests is likely to acc('i>t a ])roposnl of this kind. Ts that yonr 
difficulty, or is it that yon want, to reduce the element of nncerlainty? 

Q. — ]\ry point is this. If yon .settle land jiormanontly and expose 
the zamindars to an occasional levy, there will be the same amount of 
uncertainty as no one knows how many times there will he a deficit in 
the jirovincial bndget. 

])r. A._ — For one thing it is likely to be only fbr emergencies. 

In the .second i)laco, an extra levy wonld moan only a very small proportion 
of the permanent revenue. In the case of a thirty-years settlement the 
family .settles down to a particular .standard of expenditure. At the end of 
30 yerars the whole thing is shafjon about. Compare that with a system 
where you have a definite amount of land revenue with a small extra levy 
coming in occasionally. The question is a relative one. Whirl) is tlio wor.so.® 
My point is that the element of uncertainty in the thirty-yoiu-s .settlement is 
I’oally the greater. . 

Q. — In the coni'so of the last .30 years liow many tinies ])nvo tho-o beor 
deficit budgets? 

A. — I can’t .say off-liand. 

Sir Percy Thompson. Q. — You know the te))dency of emergency taxes, 
don’t you? Tlie incoiTie-tax was an emergency tax in England. 

Dr. Matliai. A. — The whole point is this. It j-eally depends on the 
question of public expenditure. 

Dr. Kydcr. Q. — Your imint is that if there is control over expenditure, 
you will have no occasions for increase. Supposing you have full control 
over the sources of revenue and the excise revenue suddenly falls, you 
will have to have recourse to an extra levy? 

Dr. Mafhai. A. — ^An extra levy like this would not cause general resent- 
ment if the particular kind of expenditure for which this is wanted is 
acceptable to the bulk of the people. If you have a scheme of elementai'v 
education and if you go to the Council with a' demand for .50 kaklis of rupee.® 

I have got sufficient faith in the electorate that it will be accepted. At 
present they would turn round and say that the great hulk of vour e.x- 
penditure was determined at a time when thej’^ had no voice.* There- 
fore, if you propose an extra levy, they would say that vou ought to do 
away with the unnecessary expenditure. If you have control over 
expenditure, then it seems to mo that this extra lew would not lie ce 
very difficult to carry out. ' 

. The President. Q.— Have you had any Retrenchment Committee in 
this Presidency? 

A. — ^We had one. 


Q. — Composed of representatives of the democraev? 


A. — ^In the first place its work wa 
place, I do not think Government g 
extent they ought lo have. 


s not sufficiently public. In the 
iccepted their recommendation? 


Vll-S 




18 


/ 


^vyar. A. — ^Wliat reconciled ns to this proposal is that 
■ noT^,^Iw "? groyn very rapidly. The sacrifice of i-evenne will 
not 1)6 gi eat owing to its inelastic cliaracter. Moreover when new land is 
brought under cultivation, this would not affect the growth of revenue 

1 r 'i Snyder. Q-~J find that from 1890 to 1924 there have been fourteen 
cteiicit budgets and hence the landlords and the agriculturists might he 
appreliensive or a levy coming every other year. 

Ml, T)uiaiswcimi Ayijor. A, ^There will be a check also on expenditure 
when you have to face the Council. 


T/ic President. Q. — Tn £He la.st paragraph you say that '‘the idea of 
taxing land on the basis of its capital value does not commend itself to ns.” 
Are you there referring to Mr. V. K. Ramanujachariar’s book? 

Dr. Mafhai. A. — are ^thinking of a system like that 'of the' Japa- 
nese. 


.Q- — ^You say land valuation will be difficult to carry out. "Will your 
criticism still apply if there is a tax on rental value.? 

A. — It would be less difficult to ascertain rental value. 


Q. — ^There would be a fixed rate of lev 3 '? 
A. — But what is .-the advantage of it? 


Q. — All the districts would paj' the same rate. At present the rate 
varies with the settlement j nobodj' can say what the rate would be. 

21r. Duraisiuami Ayyar. A. — But the capital value of land will not be 
uniform. 

Q. — am speaking of rental value. The rate of taxation may be fixed 
by the legislature at a certain pei-centage. 

Dr. Mathai. A. — ^hlay T know if there is any idea of centralising the 
revenue ? 

Q. — The Settlement Officer would make the valuation and the legislature 
would fix the rate. The Collector would apply the rate. Mr. Ramanuja- 
chariar calculates it as 1 per cent of the capital vahie. 


■ A. — I do not know if it would make very much difference from the 
present position. Can’t you liave uniformity even in the present system by 
equalizing the districts? 


Q. — The districts settled earlier would always be paying less, owing to 
the differences in the commutation rates, • 

Dr. Mathai. A. — How do you estimate your reiifal value? 

Q. — I have not gone, into the question. 


You have got a small landlord who cultivates his own farm. How 

do you estimate the rental value? 

Q, From the' rent tlie tenants would pay for that -land. 

A.— Tf you estimate from the profits ho gels out of land, you arc practi- 
cally carrying out the same process as the present settlement. 


n —-You will nav a uniform rate of tax, whereas at present you pay a 
rate^which depends upon the idiosyncrasy of the Board of Revonne and 
the Settlement Officer. . , . , 

Mr. Duramrami Ayyar. A.-Eveu then tho idiosyncrasy would como 

in in the matter of valuation. 


Q. — To some extent. 

A.— How would you apply such a scheme? 

Q’__Yon would app.ly it to districts as they fell in, and ultimately the 
whol^ynmincc^c^^^^_ A.-'Unlcss it is done at tho same time, you 

will not have uniformity. 

f\ tjroscnt' you cuji pjet it ti - jt i 

Mathai. A.-We do not think that lack of uniformity ,s the most 

important objection to tho present system. 
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Diwan Bahadur J. VENKATANARAYANA ITAYUDU, E.A., B.L., 
Inspector-General of Registration and Registrar of Joint Stock 
Companies, Madras, was next examined. 


Written memorandum of Mr. Venkatanarayana Nayudti. 


4s the Inspector-General of llegistration, Madras. 

Q. S8. — The Indian Stamp Act is a revenue law which enters largely 
into the business transactions of daily life. Its operation is more or less 
"automatic in that its application is left to the people themselves. It is 
therefore necessarj' that the working of the Act should be as clear as 
possible, so that, the people may thoroughly understand the obligations 
which rest uijon them. The principles under ljung the Indian Act having 
presumably been borrpwed from the English Act, any departure made to 
suit Indian conditions should necessarily take account of those principles. 

Commercial transactions, for example, are lightly taxed, compared with 
others, in accordance with the British practice, and an undue enhancement 
of the Indian duties in this respect is out of the question, in view of 
the international character of commerce, and the comparatively slow p]o- 
gress made bj' it in this country. 

The duties on transactions relating to i)roperty are rather heavy, and 
if a further increase is sought to be effected in these duties the question 
of undervaluation of property or distortion of transactions, or both, will 
have to be faced in all seriousness. There is already section 27 of the 
Stamp Act which shows which way the wind blows ; for it requires that 
the facts affecting the stamp duty should be fully and truly set forth 
in instruments. The State -is, no doubt, entitled to a shai’e in the 
periodical rise in the value of land; but such improvement is partly the 
result of the disproportionate demand therefor, as a form of investment 
consequent on the slow development of trade and industry and the lack 
of public confidence in business enterprises. There should, therefore, be a 
limit to the stamp duties levied on this form of investment, which is resorted 
to by the people, not so much for the income it yields as for the element 
of safety iireseut in it. 

The Stamp Act was an all-India measure till the 1st April 1922. From 
that date, an enhaucedj scale of' duties has been introduced in this Presi- 
dency to meet the general deficit; but this has inevitably led to a difference 
in rates throughout India, necessitating the levy of the balance, where 
necessary. The disparity in the .scale of duties, however, is bound, in 
the long run, to affect the free course of transactions as between one 
province and another, and it is to_ be hoped that the incidence of the 
duties will once more be equalised in all the i^rovinces so soon as their 
financial position is restored, 

Q. 93. — Strictly speaking, the registration fees levied should not 
be higher than the sum required for meeting the co.st of the registration 
staff including pensions, cost of .stationery, buildings, etc., a margin being 
of course provided as a safeguard against the variations in the receipts 
consequent on the fluctuations -in registrations. The service rendered by 
the Pegistration Department mainly consists in the creation of evidence 
of title in respect of transactions relating to land, but the agency which 
records the transfer of revenue regi.stry in respect thereof is divorced 
from that which registers tran.sactions generally. Consequently, neither 
i-ecord can be said to be complete in itself ; but opinions differ * as to the 
feasibility of co-ordination of both the agencies so as to secure a registry 
of each and every transaction. The registering public incur, all the" same, 
a double expenditure in consequence of the dual nature of the agency 
employed, IJutil, therefore, a self-contained .system of registr.v can bo 
introduced, registration fees should be so regulated as hot to exceed 
reasonable limits, the same being regarded not as a tax expected to yield 
a s\irplus to Government for utilization for their own purposes, but as 
■a remuneration for the_ services rendered which benefit both the' Govern- 
ment and the public alike. 
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ior and oilier reasons, the “Government' of India has repeatedly 
afnimed that the Registration Department has not been established for 
tlie purpose of realizmg a profit to the Government, but in order to secure 
a better record of title in land and better evidence of monetary transac- 
tions among the people’ and has constantly impressed upon all Local Govern- 
ments the need for devoting the surplus in tlieir hands (after meeting 
pension and other indirect charges) to providing facilities for registration’.” 


^ It has accordinglj' been the practice to utilize in a large measure the 
surp us derived from registration receipts, partly* for opening new offices 
wliicli have, the eftect or reclircing the distances the parties have to travel 
lor getting their dociinieuts registered and I'oi' improving t*iie pros-' 

})octs of incii whoj liy dint of hard and honest ^rork. have .contributed to 
the surplus. * , 


With the termination of the Great War, however, lias come the in- 
evitable demand for economy and retrenchment from all sides, bpr it 
has not been found feasible to reduce the number of existing registration 
offices or the size of district charges', both courses being considered to be detri- 
mental to the public as well as to the department. The alternative has 
consequently been adopted of raising, with effect from the 1st March 
1922, the scale of fees lor the registration of ddeuments of value exceed- 
ing Rs. 100, so as to leave untouched the poorer clas.ses who have' generallj' 
recourse to transactions of lower values. It is not, however, a question 
of finding funds for the Registration Department which roimiiiis sell- 
sufficient, but of pooling the income of this and other departments with a 
view to cope Avitli the general financial crisis. 


I'iie enhancement of registration fees for such a puriiose marks, of 
course, a definite departure from the time-honoured principle that only 
so much sum should be collected by way of fees as should ordinarily suffice 
to meet the requirements of the depai'tment. Indications of the. coming 
change, however, were not wanting even in previous years, but they lacked 
an authoritative pronouncement. While a measure, the 

unavoidable change, hoirever, the Hon’bh for Education, 

stated as under in the course of a discussion in the Local Legislative Council 
in March 1 924 : — 


“ We had to raise the fees, as a matter of obligation 

to the general finances of the State, and not out of the necessity for seeing 
that tbe department was self-supporting. I may add that I myself do not 
see any particular reason why we should maintain the present rates when 
the finances are in a better condition. Mj’’ own idea of tbe department 
is, as Honourable Members are aware, that we should maintain it for tlio 
convenience of the rural population and open new offices when people make 
applications for them ” ® 


The financial position of tbe Presidency being what it is, a reduction 
of the present scale of registration fees is out of the question et present, 
but there can be no two opinions as to^the soundness of the principle laid 
down by the Government of India, having regard to the obligations which 
rest upon tlie Local Government to make registration easy qnd popular, to 
introduce a complete record of registry and to bring the prospects of 
tbe men in tbe department into line .witli those obtaining elsewhere. These 
reforms may be taken in band and pushed on, once the financial stability, 
of the province is restored, in response to the demand of the public tbat 
the fees levied should be spent for purposes for which tJiey are pnmari/y 
intended. 


■ 0 157 The levy of uniform stamp duties and the central administra- 

tion thereof ought to be commended for reasons given in my answer to 
O 88 If the levy of stamp duties -at varying rates cannot, fol financial 
reasons, be altogether dispensed with, the apprehended transfer of businc.ss 
frmn one province to another will affect not the iran.sactions affecting 
immovable property but those relating to movable property, money included. 


liven wlieii a tax is unchanging in its incidence, a division ol its jiro- 
cecds between tbe Central and Provincial Governments gencrallyj arouses 
mwdneial jealousies ; and these will be all the more intensified in the case 
of stamn duties levied at varying rates in different iiarts of the coiintij. 
I fuSr Se e to the allocation of the proceeds . lies in the varjung 
income derived not from one, but from several taxes in the same lyrovnwc 
vbei ^the land’ revenue-to mention only one instance-exceods the revenue 
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from income-tax and vioc^ersa. fii the circumstances, it ivill not bo e((ui- 
table to take a particular tax by itself for the purpose of making a 
division of its proceeds. 

Tlie alternative seems to be to pool all the resources ■which are laid 
under contribution by the Government of India before deciding upon a 
division of tlie income from a particufar tax or taxes. At the same time, 
the question will have to be considered, whotlier in view of an increasing 
share of .central revenue demanded by -Provincial Governments in the past, 
tlie Government of India should not confine itself to a»'fow taxes and aiipro- 
priate the whole of the proceeds tliei-cfrom, leaving the Local -Governments 
to utilize the entire revenue derived from other sources. 

The foregoing considerations more or less ajifily to judicial stamps. 

ir 

As the licfjistrur of Jomf-Stock Gompanics, 2Imlras. 

Q. 88. — India being industriallj' backward, the stanqi duties on companies 
may remain what they are at iiresent; but should it at all be considered 
necessary to raise them in view of the growing financial needs of the country, 
the following suggestions may bo examined: — 

Comparing the incidence of duties and fees payable in the matter ol 
registration of comiianics in England with that in India, it is seen, in 
the first place, that the stamp duty payable here in India is far ]e.ss than 
that payable in England. In England the" memorandum of association and 
the articles of association have each to boar a deed stamp of 10 shillings 
and, in addition to these, in respect of limited comiianies an ad valorem 
stamp duty is also imposed on the nominal capital at the rate of "'£1 
for each £100 or portion of £100 and the like upon any registe-red increase 
of capital (sectixm 112 of the English. Stanqi Act, 1891, as aniended bj' 
section 7 of the Finance Act, 1899, and section 39 of the Finance Act 
1920 — 10 and 11 Geo. 5 cap. 18). The form of the statement of nominal 
capital is enclosed (Annexurn I). Here, in India no such statement^ of 
nominal caiiital is required to be filed with the Registrar of Comiianics, 
and the only stamp duty iiayable is Rs. 30 on the memorandum of associa- * 
tion, and Rs. 50 on the articles of association (Articles 9 and 32 of the 
Madras Stamp Amendment Act, 1922). As the duty in force in England 
oh the nominal/ capital of limited companies is ad valorem, the imposition of 
a similar duty here will not affect companies with small share capital and 
companies of magnitude should be able to bear the proportionate duty. 
Having regard, however, to the fact that the conditions in India are not 
so favourable as in England, a duty of two annas for every Rs. 100 of 
nominal share capital maj/ be imposed, and a reduction may be made in 
the stamp duty payable on the memorandum and articles of association 
which is only 10 shillings in England, but which is Rs. 30, and Rs. 50 here 
in the Madras Presidency. The duty on these two documents may there- 
fore be reduced to Rs. 10 each. The effect of the above suggestions is 
illustrated in Annexure II and it will be seen therefrom that the stamp duty 
increases proportionatel 5 " with the increase in the nominal capital. 

* Secondly, as regards registration fees, the fee payable according to 
Table B of the Indian Companies Act, 1913, is heavier than that payable 
according to Table B of the Companies (Consolidation) Act, 1908, as will 
be seen from the following figures : — 


Capital. 

Regielration fee 
in India. 

Registration fee in 
England. 

Es. 20,000 (£1,333-6-8) 

. . Rs. 40 

Rs. 30 (£2) 

„ 30,000 (£2,000) 

„ 60 

„ 30 (£2) 

„ 76,000 (£5,000) 

.. „ 115 .. 

„ 75 (£5) 

1,50,000 (£10,000) . . 

..' „ 150 

„ 93-12-0 (£6-5-0) 

„ 15,00,000 (£100,000) 

. . „ 625 

„ 431-1-0 (£28-15-0) 

,, 30,00,000 (£200,000) 

.. „ 775 .. 

„ 506-4-0 (£33-15-0) 

„ 76,00,000_(£600,000) 

„ 1,000 

„ 731-1-0 (£48-15-0) 

jiraxiiniim fee '. . 

„ 1,000 

„ 760-0-0 (£50) 


* Prior to 29th April 1920 (vide section 39 of the Finance Act, 1920) 
this duty was only 5 shillings for every £100. 
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In order that the present scale of fees levied on the capital of coiiinaiiies 
may not Jiainper the growth of smaller concerns among tliem. it is dc*ii-!ihle 
tliat it shoula be brought into line with the scale in the English ^ct. 
Ibe scale ^iien in Table 11 in the Eii'st Schedule mav accordinglv lie 
revised s^ as to accord with Table 11 in English Companies (Consolidation) 
Actj lyub — Ks. -lo being taken as equivalent to £1. 

The revision of the scale of stamp duty and registration fees ns sug- 
gested above, whilst increasing the stamp revenue, will not in any wiry 
letter the growth of. joint-stock companies, the revision being unrelt in 
the Ctisc of sniaher concerns and bearable in the case of the bigger ones — 
vide Annexure 111. The actual figures worked out on the basis of the fore- 
going proposals for the year 1923-24 show a .surplus of 11s. 27,476 under 
sj:ainp duties and registration fees put together — vide Annexure II*. 


Q. 91. — Except in the ca.se of well-managed comjianics, it n])pcnr.s 
that deeds effecting transfer of shares arc in many cases not stamped either 
intentionally, or owing to ignorance or indifference on the part of the 
company officers. Such cases usually remain undetected, since the elianco.'> 
of the transfer deeds being filed before a public officer are few and far 
between. The best remed3’ for such evasion appears to bo to add a 
provision in the Indian Companies Act. 1913, requiring that a return in 
the form anne.xed (Annexure V) of cases of transfers of shares in the case 
of cvcr.v companj- having share cajiital, whether public or private, sboidd 
bo filed with the Ilcgistrar within a month from the date of registration 
of transfer as in the case of the return of allotment (.section 101). smh 
statements being accompanied In* the original transfer deeds concerned 
which A\ill bo leturncd to the compan.v after ins])oction In' the Ilcgistrar. 
Tlii.s' provision will impress on companies the dntv of .seeing that the 
transfer deeds arc propciK’ stamped, since insufficionll.v stamped transfer 
deeds will he imiiouiuled b.v the Eegistrar at tl>o time of his .serntiny. 

The institution of this return has also the advantixge of heing found 
liolpfui to the /niJ)h'r, a.s it will enable the Jlegi.strar's office to keep ahva.v.s 
an up-to-date list of the shareholders of a registered company. As the 
law stands at present, transfers of shares are roriuirod to ho entered only 
ill the nvviifil list of members and .summary filed under section 32 of the 
Indian Companies Act. 1913. and there is no up-to-date information as 
regards transfers effected during the period intervening lielween the fdii)" 
of any two lists of memhers. 

In case it is not considered expedient to make any now provision in 
the matter, the oltjecl in view, viz., that of onsnring that deeds of iriinsfci-s 
of .shares arc got dulv stamped, can be achieved also by adding an additional 
footnote to Form E of the .schedule 111 to the Indian Cotnpnmcs Act, 1913, 

to the following effect , r c t < i • 

“The original deeris connected with the transfers of shares noted in 
eohimns 7 to 10 of the list should be attached for the Hegistrar's insjioctinn 
and return.” 

Snell an alteration of tiic-foiins in the seiK'dnIe III is permitted lo* 


,eetion lol (2) of the Art. 

The senitinv of transfer deeds will inevitiddy add the voi 
minpanies dopai tmciit ; and failing the remedies suggested above, 
ration mav be caused to f>e added in I be animal list of memi.eis 
dial the deeds in c)ncslioii have all been duly stumj'cd. 


k of the 
a deelfi- 
to show 
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ANNlUXUIiE I. 


Company' LIMITED Bi' shakes. 


Statement of the Nominal Capital of Limited. 


Pursuant to section 112 of the Stamp Act, 1891, as _ amended by section 39 of the 
Finance Act, 1920. 

% 

The Nominal Capital 


of 


Limited 

is ' pounds, divided into shares 

' of each. 

Signature 
llescripf ion 

Dated the day of 

192 . 

Note. — This statement should he signed by an oflicer of the company and lodged 
with the memorandum of association and other documents when applying for registration 
of the company. 
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of stamp dutj^j^what i?tIiS?to to tbe rates 

every province of the country?^ oTS prS 

may say Ve will double it’. ^'hicli vants more revenue 

A.-Some sort of control may be vested in the Goternoi-General. 

y. If you have that control, is that autonomy.? 

remoW^\uTnrunH?ip.^ am in favour of making these rates uniform and 
^moving au inequalities. At the same time, 1 am doubtfid whether it 

“ consonance with the spirit of the times. Therefore, the nuisance 
of differing stamp duties is inevitable. But there is a limit. K a pr md S 
egis ature passed an Act doubling the present stamp duties, 1 thfnk tlic 
people Mould raise a hue and cry and that Act would be repealed in no time. 

Q- The trouble ivill then be what provinces are to come into lino. 

people are concerned, they don’t trouble themselves 
with the rates prevailing m other places. They generally , do not. have a ' 
comparative idea of things. As long as they find that they are not heavily 
taxed 'blieiiiselveSj t/hej' clon^t worr^' about tliG rates elsewliere. 

Q— In the next paragraph I do not quite understand the difference 
between the f unctions of the • registration department and those of the 
agency ivhich records the transfer of revenue registiy. 

— it is the revenue clepartmeut, ivhich maintains the settlement 
registers and other connected revenue accounts. 

Q. — ^T^’^hat does the registration department do? 

A. — As soon as the transfer document is presented, if it is absolute, the 
registering omcer requires tne party to submit a trausler application in 
order that the name of the purchaser may be entered in the revenue accounts. 
The forms are filled up iii the presence of the olheer, and ho attests them 
and sends them on to the revenue department. The business of the 
registration department is to keep the record of the document in tlie 
transcription volumes. 

Q. — That is the evidence of the sale? 

A. — Yes. Then it has got to go to the revenue department, it is only lor 
the purpose of keeping tlie revenue accounts up to date that this t/aiig is 
done, otherwise, tiie seller coutinues to be sliown in those accounts .is too 
pattadar. In order that the name of the seller ma^* be removed, tins 
application is taken from tne executor. 

Q. — Why not anialgamato the registration and the revenue departments? 

A. — Sir Charles Todhunter knows that we have been trying to rolorm in 
this direction, and we have been partly successful. But lor some reason or 
other, the revenue department is very apprehensive in regard to the success 
of the sclieine and theroiore they have not coiisonted to itj noverllielcss, tlie 
registration department, as tar as it is concerned, is trying to do its best. 

Q. — What arc the difficulties? 

A.— The main ditliculty comes in the subdivision ol holdings. 
Sutiposing olio lull holding is traiislcrrcd, there will 'bo no diHicuIty, but Mhoii 
portions of the holding are transterred the ditliculty comes iii,^ as unless the 
buhdivibion is effected by the revenue department, the iiou holdings cannot iio 
recognised as units. Aiiotlicr diliiculty is that wiicn parties appear before 
the registration olficer, unless tlic registration otiiccr iiimsolf has power to make 
eiiciuiries iii the villages, he will not bo in a position to order the trnnsier 
in the revenue accounts. That power is now vested in the roicnuc 
subordinates, and that cannot be transferred to the registration ofTicoi-s who 
are stationary, and wlio may not bo in a position to make any local enquiries. 

Q—Why not make over tho functions of the regi-strntion dopnrtimmt 
to the revenue department? 

\ —That was tried long ago. Bntil 187o or so the regi.strnlion oirivcis 

""the Tahsildars or Deputy Tahsildars and tho iii.specling ofiicers weic tbe 
tne taiisnaan. ox i j and t he ofi cor responsible for 


their tours. But later on, they i 
a separate department wa.s organised. 



Q.~-SmoIy (hoy ili» (lii' «i»rk if llio (lopjiiliiiciU, had iiol, 

only it,', j)roM'i)l .stoll', Inii addil itnial .sjjiir oqiiivalonl, to thal’ of tiio 
registrat ion dei)artnien( ? 

A. — Yes, .some aclditiouai -staff «a.s given in Ihe .shape of .some extra 
eloiks,' hut. tlio morlc na.s not done cHieiontly and thorofore that .sysstom wa.s 
found to he a failure, and this .system oi having a .soj)nrato department 
manned hy separate oflicor-s ivho are cla.ssed as J)islriet ltegistrar.s and 
Suh-Kcgi.strar.s ha.s been found noce.ssary. 

Q. — Xou' you try to uork the other way; devolving the fuiiction.s of the 
revenue department on to the registration oflieers? 

A. — Not all the funetions, hut (he fuiiction.s in regard to (he transfer 
of lands. Now wo have greater facililie.s to maintain (ho record of title 
in our olfiee. The revenue ollicers have not- got that facility. 

The Prc^hlcni. Q. — You will index all the transaetions relating to oaeh 
survey minihor? 

A. — Yes. we write up a record of each hohling from the revenue rhidu 
Jnum If register on the one side, and all the transaetions whieh affect those 
lands are leclgered opjiosite the survey lields ^•om])^i^!ng the holding. Ahsolnte 
traii-sfer of lands Irom one jxiiio to anotlier are .shown .separately and 
distinguished irom transactions oi an ejiliemeral character such a.s mort- 
gages, Icase.s, etc. This enahle.s us to grant encumhranco certificates very 
readily, wheroa.s it would take .ahout a week or so to collect the .same 
information from the indexes maintained separatt'ly foi- each year. According 
to the new .system, it will take only a eoujile of minnte.s to grant an encum- 
brance certilicalc. , Supposing under the old system an intending pui-clm.scr 
wants to find out whetlier tlie land is ireo or not, lie applies to the registra- 
tion department for getting an eneumhrance eortilicato, and then wo take 
a week or .so. As .soon as wo give him the cortifieate, ho gets tho deed 
executed. liut uiidor tlic new .scliemo wliicli has lieon ordered to ho intro- 
duced as an experiment in this distriet ami 'i’innevolly district, the pur- 
chaser simply goc.s to the registration ofliee, pays the fcc.s, looks into the 
regi.slor, satisfies hinrsolf witli regard to tlio existence or otherwise of 
oncumhraneos, draws uji a deed of .sale and rcgistor.s it llicn and tlioro. 

Q, — This means that registration of transfers below the value of Its, 100 
will have to bo compulsory. 

A. — Yes. That will iiiaterially help the accurate picparuiion of the 
record. 

Q, — ^Y'ou give a quotation at tho lop of jiago 20 of your written state- 
ment; could you give us its source? 

A. — That is from ihe Govcrnmeiil of India's circular that lias been 
commuuieated to the Jjocal Governments. 

Q. — Could you give us tho 'reference? 

A . — X will send it on to tho Secretary. 

Sir Fercu Thompson. Q. — You say in 1020-1024, the actual figures show 
a surplus of Its. 27,476 under stamp duties and registration loos put togothor. 
Has that iiosition been altered now? 

A. — ^No. They have been clamouring for the reduction in the Council, 

, but the consideration of the question has been promised. 

Q. — The fees are recognised to bo too high? 

A. — ^Yes. 

° Q. — The eiihaiicemont i.s ,suppo.sed to be a temporary measure? 

A.— Yea.- 

Q. — ^Have you examined the effect of those enhancements in particular 
cases ? 

A.—Yes. 

Q. — Is there aiij’^ evidence that it deters people from registering their 
documents ? ^ 

A. — ‘To some extent it does. I have prepared a statement to shoiV that it 
has affected, to some extent the number of registrations. Here is the 
comparative .statement, which shows the general financial effect .of the 
raising of the registration fees. 
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tis pai'fcicuJars of individual cases, parbiculariy of wills 
becauso tlio foe is an indirect duty on testamentary documents? ’ 

A.— I shall have a statement prepared and send it on to the Committee: 

, qnestioji of stamp duty, etc., you say that “the 

alternative spenis to he to pool all the rcsoni’ces v’hich ai/laid unde? 
coiitnimtioii by the Govern meiit of India before deciding upon a division of 

^ZtyoulwThy if ^ 1““' 


A. Ihe re\enuo iyoin all the provincial subjects may he added together, 
and a certain pi’oportion ivliich has to ho jiaid to the Government of India 
may lie deteiuiiined. 

Q. — Tiiat means the existing system? 

A. — Yes. That is the present arrangement. 

Q* ^It is not an alternative to the existing system? 

A.~No. 


Q- — You advocate a duty of two annas for every its. 100 of uouiiuai 
share caiiital as in England. The two annas which you nvoposc work out 
at ouc-ejghth oF Uie duty. 

A. — No, I liavc said oiic-cighth per cent. 

Q.-~The duty in England used to be 1 per cent, and this is, really 
speaking, a war measure, and therefore it is likely to bo reduced. You would 
I’cduce the fixed lees, and the stamp duty iiayable on the Memorandum and 
Articles of Association, which is oiilj' 10 siii/lings in England but which is 
Its. 30 and Es. 50 Jiere.^ 


A.—Yes, I consider Its. 30 rather too high. 

Q. — Have you any idea what revenue it will produce? 

A. — -I have prepared a statement. The financial effect would be that 
tliere will be an excess revenue of Es. 27,476 from companies in Madras. 
Annexure No. IV attached to my written statement wiU show this. 

Dr, Paranjpye. Q. — What is the total income from the companies 
registered? 

A. — The fee for registration of companies conies to about Es. 16,143. I 
have given this also in my statement. 

ilir Vcrcy Thompson. Q. — Is it a practice in Madras for companies to 
register witii a great deal more nominal capital than thej”^ are actually 
working with? 

A. — Yes. 

Q . — You think that the tendency to show this nominal capital would be 
checked by your suggestion? 

A. — Yes, it will have some wholesome effect. 

Dr. Faranjpyc. Q. — Especially with regard to insurance companies? 

A. — Yes. 

Sir Percy Thompson. Q. — But then you may not get as much as 
Es. 27,000. . 

limy he. It might make .some diffeieuce, but not a very material 

difference. 

Q. — Then nith regaid to duty on shares, you say there is evasion of 
stamp diitv on the transfer of shares, etc. Your suggestion is that a 
rfituxii iji "fcli© lorni tiUiiGXGci oi cqsgs ot ■fcr«insfGi*s of sliuiGS in "tli© 
every company should be filed with the Eegistrar. Bo you mean, annually? 

jfQ, Every time the transfer takes place. If the company sends a 

return' of transfer to the Eegistrar, he will scrutinise the transfer with 
reference to the transfer deeds. 

Q. — Is it not a cumbrous procedure? 

A Wq jpor every allotment that is made by the company, we get a 

statem'ent from the company and we do not find any difficulty at all. 

Q. Smely the simpler way of doing it will be to require every transfer to 

ha adjudicated befoi'e irs registration. 

— But that it will be a hardship. 



Q.— Wiy so ? 

A.— Bccauso lliey do no< know wlint slninp duty (lioy linvo (o pny for 
transfers. 

Q, — Goltinp of adjndicalion of sininp duty will bo a .simple innilor. Why 
should you pul the onus on the Ttopistrar of the Coini)any, wliy not on the 
transferee? 

A. — T was proposing the .sajiie procedure as is adopted in ordinary 
roRislvaHon. When a stamped dociuuenl. is fdod before the Bepistrar and it 
is untierslnin])ed, he impounds the document. 

Q. — -Ton have power to examine these transfers in the ofTice of the 
company? T thonpht vnu moaul to examine these transfers at tlio ofTice of 
the company. 

A. — No, they are tiled alonp with other documents, such as ordinary 
inorlgapo deeds, and thcv wii' lie examined in our ollice. 

Q, — If they are fded, .von can check the stamp dtily? 

A. — ^Te.s. 

Q. — ^^^^ly do you want this return? 

A. — ^We do want the return along witli tlie transfer deeds. Wo do not 
otherwise .see the transfers :i( all except in the annual list. 

Q. — Ts the registration dcparlmeiit entitled to look into the books of any 
company to see whother the proper stamp duty is paid or not? 

A. — have no iiowcr to overluwd these records to see whether tho 
proper .stamp duty has been paid or not. 

Q. — .Suppose you have the power to inspect the ofTice of the companies? 

A. — Tliat M’ill entail a pood deal of e.slablishment. 

Q.- — ^Tn England wo have got that jmwer. 

A. — Iloro, wo have not got those powers. 

Q. — I cannot see how it is justifiable if yon have a registrar wlio is 
doing this work and to give the company the Iroubit* of sending the return 
to you. I should have tliouglit, if you have power to go from time to time 
where there i.s any suspicion and inspect llic traiisfer.s to sec whether they 
are properly stami)od or not. it is .snfliciont for your purpose. 

A. — ^Even then. we. can do that only in tho case of few companies, 
which will require a larger uumboi’ of officcr.s. Whereas, as the dopart- 
nient at pre.sent constituted, there i.s only one District Registrar for the 
whole district, 

Q. — should have thought llio total time involved in visiting tho offices 
from time to tijnc would be less wbon compared to tlio time involved in yonr 
scheme. 

A. — I do not think so. 

The Fresidenf. Q. — Have you studied tlic principlc.s underlying the 
rates of stamii duty and registration fees? 

A. — I invite your kind attention to page 194 of the Indian Stamp 
Mammal. I have studied the instructions, and have sojne .suggestions to 
make. Please see paragraph 80, instrinnont of h.vpothocation of movable 
property, vdiei’e such hypothecation is made by way of seenritj' for tho 
repayment of money. These hypothecations are filed by companies tinder 
section 109 of the Indian Companies Act. Where they are attested, they 
are subject to stamj) duty, and whore they are not attested, they arc 
exempted from stamp duty under the Government of India Circular, 387 F, 
dated the 14th Fehruary 1918, page 197 of the Madras Stamp Manual. 
I cannot understand the princijilo nnclov which they are exempted. 

Q. — How does that circular derive its legal sanction? 

A. — It is a notification under the Act. 

Q^.—You do nob understand why there should be any distinction? 

A. — No, Sir. My suggestion i.s that they should not be exempted whether 
they are attested or unattested. 

Another suggestion which I want to make is this. Newly formed 
companies very often take over going concerns and the property so acquired 
consists generally of goods, good-will and other, assets and usually the 
consideration for such purchase is the allotment to the vendors of shores 
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equal to the value of the property taken over. The agreement evidencing 
jTA* ‘'‘a 1 stainped no^v with twelve annas stamp, Article 

4(c) of Schedule 1-A, -Madras Stamp (Amendment) Act, 1922: but n-Iiore it 
IS clear on the face of the document that it is uot a mere agi-oement but 
^ conveyance, full duty at conveyance rates is levied. To quote a 

specific instance^ uie firm of M. R. M. Ramaswami Clietti was taken over 
by a newly registered company of the same name, viz., ]M. R. ]M. Rama- 
suami Chetti and Company, Limited. The particulars of contract evidencing 
transtei’ were recorded on a twelve annas stamp paper but both the 
Collector and the Revenue Board held that the contract was a convevanco 
and should bear a stamp duty_ ofi Rs. 1,522-8-0. As the agreement pertains 
to initial allotnieiit of snares it cannot strictlv lie viewed as an agreement 
lor sale of shares stampable under Article 4(b) of the Madras Stamp 
Amendment Act, 19->2. In^ my note I have therefore suggested tliat special 
provision should be made in the schedule in regard to the stamp dutv on 
agreements of the kind in question. 


Wr. Ct GOP ALA IVILNO^, 2VI.L.C., Madras, was next examined. 


Written memorandum of Mr. Gopala Menon. 

hicidcncc of Taxniion. 


Q. 1. — Annexure A-2 (i) — The estimate of nreas sown. — In this Presidency 
this is ascertained on the reports mostly of the village officials which aro 
off and on checked by the _ Revenue Inspector and probably also by tlio 
Talisildar. The experience is that the Settlement being made once in £0 
years, tbej’ only rely tipon tlie figures obtained at the time of Survey and 
Settlement and are indifferent to make poriodical j'evision.s, o.xcept, ijerimps 
in the case of second crop. 

To judge tho estimate of outturn by the areas sown instead of the 
actual outturn is particiilarly a hardship especially when in all tlio parts of 
tho Presidency there arc not sufficient irrigation facilities, 

(ii) The estvnnte of normat crop . — TJio present method of obtaining 

the estimate of normal crop by arbitrarily taking up isolated plots culti- 
vated and arriving at the normal crop return i.s unreliable. In the first 
place the area solectod often is not typical at all of the tract ; in tho 

second place, it is cultivated under tho host conditions and with tho host 
appliances witli the help of export advice from tho Agricultural Dopnrtinent 
such as manure, rotation, etc. In the third pinco what aro called normal 

conditions do not exist at all. at all limos and in all places. The crop 

returns obtained on this data by tho revenue officials do not form the 

just basis for assessment. 

(iii) The estimate of the rrop for the year Jmsed on the nnrinnl crop 
estimate. — Tlio estimate of llie actual crop being inade in lerins of the 
normal crop wbicli I criticised above as defective is for that v<>ry reason 
unreliable. The melliod of calculation piven in Annexure A for arriving 
at llie actual crop estimate may be correct, but the data upon which the 
calculation is based are. as e.vplaiued above, inndofjunto mid unreliable. 


Tu order to vi'tiiedy the defects of the pre-i'iit system f>f obtaining 
acricnlturnl statistics, I would siipne-.t that the work slionM be taken out 
oF the hands of the suliordinute revomio ofliciaK. Avho are moie often 
overworked and underpaid, and this work *-!ionld be entrus(e<l Ip 
neiYirtmnit of fifntislies in all Provincial fJovermneiit-. with e.peeially 
trained itinerant staff who po-sc-.-, the rerjuiied (jnaldications for collct-tuig 
sneii information, 

O o Find out the area cultivated for a serif-, of yen i .-'-ay ten bve 

veai-s wni not be enougli to give the average — the gro s un oine from the nre:i . 
.\'uTvated ncc^ average prices .nling for the same period 

for the liifTcreiit crops in different areas. 

to take a series of normal yeais and arrive at tin* mern-.e i.u *... . 

O <1— Incomc-t-ix retnrm: arc iiiceimplete, m, in the fua pbve 
frouUand F nora^lM in India. There are im der.l!: dutie. ,n Imim,. 



Q. -5. '•—A l>iU '.JiisiLs! to t!f oj'.o sinv. inttohlcol in tio' Ilosnl'ny 
Intivt* (’ot’.tn’il to in fjUf tt<>n No, f» !»' ini i o'insf’A, !n .neliiilion 

to liii'. »>5 nil i»;i',jiSo\ i-i . in, uU |>n*i!ic -iTvin-i {o}‘<*t!n«i' nitli tlnnr 

tncotnn nni*. ! .• n.-.untnitn-A, i notiM > '“no;,- t tiio tt.t'ion of n!l 

trnilinf. rufaji.inii ■ !-n;U nnti jt«int 'ti;*. !. 

Q, fi.— -Not wofl!? v.lii’.'. So I •/ i]l nut .nii'.o'.iti' < n<h lintt'ln'.ion. 

Q. nyrro to nU.linU.t K'ltion on . snssh’.s !»in . 

Q. 7,~-T}u'i Itiiv v.ilui' iif\ .it; (' jt V ill till 5'!' n to the- fiovorntm-nt 

of whnt tl’.o €%',ir.ntiiir < <i!nti; i>'ti of tin- {•>• >;•!('' in tUi. riHinUy i-, nmi it 
v»iil liolp llnnn to j;;,)'., o ;i» v, {r!i« nft* : atfi'inv. n! tin* jirofiriMo tnxnlilo 
cApmity of tlio ronntty. Tin' " > titi.-.'o in « ••njnn* t n>n nit’s tho < 'iin:it‘-i 
<>i fnnni.v inii'.,',' t ■ of nU y.r.’.'li of ]<< '/lo 'honKl form the ihiff fin toj,. for 

tlft-i'rinininr. ti-.o in. itirto o of t.-si .’.tnm. 

Q. S,---l v.i’li it nor,' j.o • i;.!. to j-miisiit nn o. 'snoniir onijuity v. itli 
roforinco to i-.n h ili'tti.t, s’ n.st , .> ij tii!r..’.o 
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Q. I'i. — A’, tin* (loVornn;. !st i i.nsno-rrin! nmloi tokin-^.' • ;s(o piiiin-or in- 
ihmtriO' for th>' jnirjifi of lo.nlino *j),. |io.>ji!i' in tho I'.nntij to nini<-r{ii!.o 
rsn 5i s'onii’rJs'', and tin y isfo '.tr.tt« ! only a inodo! fm tin in to iinitato, a 
Isnr*’ rottun on tin' i.’.jnt.sl iu'.o-t, 1 noiiM ko 'nniii.-nt. 'I'in* (ini'oiii- 
inonl flifsiild ittstid nvi r ’ in h ront.-nr- tho j)iiin.<'!it p. .ijd*' tlioin' <>!vo . iiro fi! 
i<s run Mitli niido; takiny of tlioii «snn and 'iial! tn>( t:i\ thi'in tii! tlioy 
j’.rotv • trour, isnd yi.dd :i n al < to.oly jirot-.t. 

No oloii'onl of aiip'-rs! . in tin- « .s o of tnf knt it doo, in (lio nllii'r 
two 0,1' o, (!»< niid ff). 

Tlio jioHty of (ioVornnn-nt ‘linuld In* not t<i innko any ptofit in tiioir 
Cfsnmu'n'inl t-mus'in*- a-' tlioy urs* ' ■> \it;\l for tlss’ ^•^llnntnil■ v.idfats' of tin* 
rnimminity, 

/’(i.VMS'nf * /or ."•fviVr* rrsiilrrril. 

Q, IS. — Tlio duo- loviod for llm 'afoty nf !.lii|sjiiiit': at ti port iiro only 
indiroct taxoi loviod on tin* ysnioral ta\-pnyor as nitioli as fito o duos tire 
taken into acoount to arrivo at tin' not vaino nf tlio p.onds. 

Q. 10. — Sufli taxos ar(* inijnoosl for jiartii-nlar jiurjin'O'. to jnoot tlio noeds 
of partis'iilar looalilios ninl oannot tlion-fors' alfos-t tin* p.onoral inoids'iico 
of taxation and siioli taxo. sliould not ko talcoti into aooonnt in arrivin*; 
al tin* inoidoiH’O of taxation {toiu'nilly, 

Q. 20. — Taxes for lorlain loia! t-orvioe, wliiolt aro inovitalilc for life in the 
locality need not he disliiiy;uislK>d from ihoso taxes levied for general 
pnriioses to arrive at the inoiiloiioe of taxation for tliat parlionlar locality. 
On the other hand taxe-. Avhioii are cpiilo optional may ho omitted. 


Oplioual Taxes. 

Q. 21. — No taxes ^hnuld he con.sidered ns voluntary hecau.se the fnx- 
pa.vorks f'cnernl tendency i.s to avoid payinj' taxes, lint at tlie same timo it 
should not ho excluded in cstnnnlinK the hnrdeii of taxation. It ina.v he, true 
that economists have differed in their view on voluntary and compulsory 
taxation, hut in these days when it como.s to a question of jiaying taxes 
voluntarily, people would rather try to avoid it than pay, 

Q, 22. — Voluular.v taxe.s aro very few. If any, they are taxo.s on 
luxurie.s, which aro liable to ho regulated hy Die con’.sumor. 

Q. 23. — It luaj’ he so in the case of tohnceo. But the case is difl'oront 
with intoxicating liquors as it imposes economic hurdon. 

Q. 24 . — 1 do not op])Osc ontortainmont taxes. The tax on cnlortnimuonts 
is a tax on luxury and it is optional also. In Jiulia, railway travelling » 
ha.s almost hocomc a necc.ssity and any tax imposed on it will ho a tax on 
a necessity of life. 

Q. 25.— Yes. Drinking and non-drinking classes. Wo .should exclude the 
excise r-evenno in estimating the burden of the non-clvinking classes. 

vn-6 
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General Princixiles. 

P““cip]es enunciated by Adam Smith are (1) Ability to nay 

S tSJtion^ The ‘‘'VT''" ’ Conyenieuce of the contributor, (4) Economy 
oi taxation. The other suggestion is that there should be equality of 
burden among all classes according to their capacity to pay. ^ ^ 

Incidence on the poorest classes and Poll Tax. 

is inability to pay. The objection for every 
member of the community to pay a tax of some sort— is that it is not 
possible to distribute the advantages among all people and charge them in 
proportion. The second suggestion of equality in taxation— all are equally 
benefited by the State; lyliy should not all pay equally for these advantages. 
Ilie metliod ol equal contribution per head ivould be impossible, besides 
it . IS . extremely unjust. Therefore we come to the generally accepted 
principle ability to pay*’ as the best test for taxation. It may be assessed 
on property, gross income or net income. The taxation may be pro- 
portionate or progressive. In the_ first instance, income is taken as the 
standai’u, and the amount of public burdens regulated by it. Progressive 
taxation is more equitable. 

_ Q. 28. Taxation may be the proper basis for representation, but as 
universal adult suffrage is the ideal form of representation, capacity to pay 
taxes alone should not be taken as the basis for franchise. 

Q. 29. — Only direct. 

Q. 30. — No. It is objectionable being a compulsory tax. 

Income-tax. 

Q. 33. — ^Yes. I enclose a statement^ giving the rate of increase I suggest 
for different grades of income. 

Q. 34. — ^I prefer the present scheme of graduation, which in my opinion 
is satisfactory. We need not adopt any other scheme of gradation. 

Q. 35. — No differentiation necessai’y. Very difficult to find out. 

Q. 36. — ^Proceedings of inquisitional nature are necessary and cannot 
be avoided. The only way is to conduct a survey for the purpose or take 
census statistics. 

Q. 37. — Super-tax in 1922 was imposed as an emergency measure. I 
am of opinion super-tax as such may be abolished but the rate on higher 
incomes where super-tax is now imposed may be increased. 

Q. 38. — ^I am not in favour of removal of exemption of incomes derived 
from agriculture given under Act 2 of 1886 so long as the present land 
revenue system is continued. 

I would like to draw a distinction between the earnings of a farmer 
and the incomes of the absentee landlord in this Presidency. _ From Ilio 
latest Census statistics, it will be observed that the following is the pro- 
portion of landowners, tenants and labourers : — 

Pistribution of 1000 actval xoorkers in agnculture. 

Description. 1921 

Non-oultivating landowners - - • - - • 49 

Cultivating landowners 
Non-oultivating tenant 
Cultivating tenant . . 

* Farm servant 

Field labourer . . 

□ 39 — I cannot vouchsafe to the correctness of the figures, but if the 
svsteni is' adopted there will be a substantial additional income to the 
Government and a relief of burden to the poorest classes by taxing agri- 
mdtural incomes including those from the permanently-settled lands. 

O 40— Most of the income-tax assessees are generally pei-soiis who live 
in towns wtoM 4e cost ol living is liigli. So the Irnnt slionld not 

bo toduced. introduction of the new sj'stoin of income-tnx control, 

fornUiy^a-lTclasStf peoplfwLtlrT^^^^^^^ oi'tradinjfirms whoso incomes 
are subject to income-tax. 


381 
28 
225 
109 1 

208 J 


1911. 

23 

426 

4 

207 

340 


* Not received. 
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Q. 44. — The issue of income-tax-free securities is unnecessary. 

Q. 45. — Bearer securities do afford facilities for evasion. So I approve 
of the idea of collecting tax by means of a special -stamp duty on coupons. 

Q. 46.— Yes. 

Q. 47. — 1 prefer on the three years’ average as in England. 

Taxes on consumption. 

Q. 48. — 1. Those who do not contribute direct taxes are the jjoorest in 
^ the country and the best way of reaching them .would be to tax articles 
of consumption. But in order that their standard of living might not 
be reduced the taxes should be low and on as few articles as possible. 
The taxes on luxuries touch only the higher classes and may be heavier 
but consistent with steadiness of income. '' 

• - 2. The thing that strikes me is that by putting a tax on smoke or on 
drink at a certain limit, it is possilile to increase efficiency if proper control 
is exercised in the sale of those articles. 

3. The idea that luxuries alone should be taxed relieving necessaries 
altogether is only the ideal but not practicable, it is, however, necessary 
to judiciously impose duty on necessaries as low as jjossible and tax the 
luxuries as high as is required' for revenue purposes. In fact there should 
- be^ a judicious combination of taxes on luxuries and necessaries of life. 
A "tax on necessaries is an inevitable evil. 

Q. 49. — ^The articles that I would suggest for the purpose of levying 
a moderate excise duty are, (1)’ Cigarette papers, (2) Coffee, (3) Patent 
medicines, (4) Perfumery, {5) Playing cards, (6) Raw sugar, (7) Petrol, .and 
(8) Toilet articles. 

Q. 50. — ^It is good in principle when it can be applied to articles 
like whisky, tobacco, etc., but consumption of these articles in this counti’y 
is confined to limited class of people and if a graduated scale of duty is 
levied on certain other articles the trouble and expense involved in collecting 
the duty may not be worth the trouble and expenses involved. 

Salt. 

Q. 61. — ^The theory of salt duty enunciated in the quotation cannot be 
applied to India where salt is so important an article of food. The 
average income per head of population is hardly sufficient to meet the 
bare necessities of life, and any tax on salt would be a real hardship. It 
is found by experience that in years when there was an increase in duty 
the consumption of salt has declined, and that medical opinion is strongly 
in favour of an irreducible minimum consumption of salt. 

Q. 52. — The poor classes in the country have already been burdened with 
duties on other articles equally necessary for subsistence, and it is difficult 
to suggest an equivalent article in the place of salt. I do not, however, 
mean that the salt duty should remain. The only solution is that the revenue 
of, say, nearly three crores obtained from salt should be recouped by re- 
trenchment in other directions. 

Q. 53. — The rate of salt tax in India cannot be compai'ed with those 
in other countries as the figures given relate to the taxation per head 
of population and in India it is Rs. 1-4-0 per maund. _ The rate in India is 
considered high as the income per head is comparatively low. 

Q. 54. — ^I prefer Government manufacturing salt and selling at cost 
price. 

Q. 55. — ^Yes. I favour large scale manufacture under Government 
control. 

Q. 56. — ^I favour the imposition of a protective duty provided there is 
scope for the development of salt industoy. The question of a consumer 
in a particular part of the country need not come in the way of the imposi- 
tion of a general tax on salt. 

, Q. 58. — ^I advocate the sale of salt 63’ weight throughout the country as 
salt is taxed by the weight. It will also lead to uniformity. Care should 
be taken to prevent adulteration. 

Q. 59. — Yes. As T propose that Government should have the control 
of manufacture, it logicall3’ follows that Government should open depots 
for the convenience of the public. ' ^ 

Q. GO.— Yes. 
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Excise on Liquors and Drugs. 

JWico Lcaguo, of Mi I am one of tho Vicclpi4idoiits ^ 

Q. 63. — 1 accept all the statemenis except tho ]a.st one. ' 

ho consfdc4d"mt“S!"’'' policy iii our province may 

I'otcs hcloAv Ks. 10 2 >or 2 )roof gallon are certainly low. It 
IS possible to reduce the variety as veil as to introduce a uniform rate 

hooping the rates as high as possible with a view to 
got maxiniuin rovoiiue and reduce consuin 2 )tion. 

Q. 66.— -I do not believe. Tho increase in illicit 2 )i’oduction, if there be, 
is not duo to iiicroasod rates. ’ 


Q. 67.— Locally-made liquors may be taxed at tho tariff rate and if 
doomed necessary tho restrictions now imposed may bo relaxed. 

Q. 68. — Yes. 

Q. 69.^ Traiis 2 )ortation of foreign liquor from one 2 n’ovincc to another 
^should bo pormittcd under special lieomscs which must bo subject to duty 
when transported. 

Q. /O. Freshly drawn sweet toddy as is known in this 2 U'esideiicy is 
not taxed, for it is not an intoxicating drink. 

Q. 71.— I am .for a uniform high and prohibitive rate, as my idea is 
total 2 >rohibition of these articles. 

Q. 73. — From the 2 ioiut of view of taxation it is a satisfactory method. 

Q. 74. — It is true that the restriction in the number of licenses has - 
to some extent resulted in the increase in the value of those remaining 
shops. But the advantages gained are not tho same as those resulting from 
monopoly. 

Q. 75. — It is necessary to arrive at some sort of uniformity. I believe 
it is 2 ’ossiblo to do so. 

Customs. 


jf 


Q, 78. — ^Leaving out the ciuestion of protection, tariff should be imposed 
on as many imiiorts as possible to enable Government to get adequate 
revenue and also to relieve the consumers paying higher prices if tariff 
is inqiosed on a few articles, which must necessarily be articles of large 
imports. In any case articles considered as useful for developing industries 
such as machinery, etc., should bear a light tariff. 


Q. 79. — In my opinion the present rates of tariff imposed are sufficiently 
high as compared with the pre-war days. But I do not think there have 
been any diminishing returns. As regards smuggling it is difficult for 
me to express any opinion. Old rates were at the rate of 5 per cent on 
imports generally, 1 per cent on iron and steel, but now the rates on 
imports are per cent, 10 per cent, 30 per cent, while cotton piece- 
goods, cotton yarn, sugar, petroleum, matches, liquors are taxed at special 
rates. 


80. — As the present tariff rates are far higher than the tariff in force 
before' the War, 1 do not think any increase can be made without reducing 
consumption, which must necessarily affect the revenues from customs 
duties. 


Q_ 81. I would recommend the imposition of ad valorem duty as far as 

oossibie and bring in it the same grades of articles. To cite an example 
r notice from the Customs tariff list that a specific duty of 30 per cent is 
imnosed on silk, which is a textile and a duty of 11 per cent ad valorem 
sn cotton piece-goods. Silk being a costlier article, I do not object to the 
imposition of a higher percentage of duty but in order to make a 
iciLtific classification all textiles whether silk or cotton §0°^® 
brought under one heading and an ad valorem duty should be imposed. 

O 82 —Export duty can be imposed for revenue purpose with advantage 
in the case of oil seeds, tobacco, increased export duty on tea, coffee. 1 


* See Annexuro on page 40. 



iilso rccoininond ;\u cxporl duiy ou sucli nvLiclcs in which liutia onjoj'S tl 
virtual monopoly, say for instance, jute, lac and its products, inangancso 
and all kinds of manure and oil-cake, tobacco and skins and hides. 

Q. 83. — I favour ad valorem as far as possible. 

Q, 84. — would suggest a revision of tariff valuation to bo done once, 
ill six months instead of once in a year to give effect to any fluctuations in 
the market. 

Q. 85. — The only suggestion 1 have to make is that the appraisers should 
bo more in touch with the market. 

Taxes on Transaefions, Fees and Licenses. 

Q. 87. — The list of taxes suggested in Annoxure K, cannot bo imposed 
as a substitute to any of tlio existing taxes though they may be treated 
as additional taxes, i suggest taxing betting, entertainments, motor cars, 
and safe deposits. 

Q. 89. — ^AVith regard to judicial proceedings the stamp duty should bo 
so limited as to pay the cost of the administration of justice only. 

Q. 90. — agree. 

Q. 91. — The evasion is mostly in the case of bearer shares, which are 
of course introduced in all progressive countries at the iircsent time. 

Q. 92. — Stamp duties, registration fees, court-fees, are collected more 
as taxes than to meet only the expenses for the services rendered. 

Q. 93. — This stands on a different footing. Fees levied for proceedings 
should bo very low so that justice should bo within easy roach of oven thu 
humblest citizen of the State. Eegistration foes on the other hand are 
levied only in the case of transactions which are conducted only by those 
who can afford to do them. So a higher sum can bo levied. 

Q. 95. — would not raise the existing taxes but would prefer to see 
the extension of entertainment tax. 

Land lieveinte. 

Q. 96. — AVhile a tax is a coinijulsory assignment of the wealth of a 
• person or a body of persons for the service of the public powers, not rental 
from land in India is in practice rather a relinquishment of part of the 
profits of land by the Government to the landowners. 

Q. 97. — ^Yes. The land tax certainly affects the prosperity of the cultiva- 
tor, as the land is mostly the only means of his subsistence. Any increase 
in rates of assessment affects his prosj^erity. Subsidiary occupations are 
rarely followed, agriculture being the main industry in which the whole 
family engages itself. 

Q. 98. — wholly agree with the first three statements quoted. The 

fourth^ statement is not wholly true as the persons in charge of revenue 
collections also discharge other equally important duties, for example, village 
officers in Madras Presidenc 5 ’. 

Q. 99. — ^The inequality referred to is unavoidable as prices differ 

naturally in different places and at different times. This can be avoided by 
taking the average for the jperiod of settlement taking into account only the 
normal years. 

Q. 100. — ^Rs. 2,000 a year is certainly a modest limit for subsistence. It 
is possible to ascertain an agriculturist’s income by the taxing cfficer 

though this may involve some labour and cost. Fractionization of holdings 
particularly in joint families may be the result. 

Q. 101. — The idea of imposing a tax to check fractionization is the only 
remedy. The other method that suggests itself to me is some sort of 

legislation against fractionization. 

Q. 102. — The application of the principle enunciated will be highly 
detrimental to the development of agriculture in this country. If a parti- 
cular land gets any benefit from a particular scheme of irrigation, the ryot 
will be made to pay for the supply of water. For other improvements 
the ryot who takes up the land is mainly responsible and he should certainly 
get all the benefit even of owuex’ship. As for unearned increment of the 
value of the land if any^ may bear a taxation as in all advanced countries. 

Q. 103.— I strongly support that this field of taxation should be wholly 
transferred to the local authority which would result in the removal of all 
complications in the collection of quitreiit, ground rent, house tax etc. 
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rerenu/“- 

and^ii?/ th? amoimt °pa^d ""Jer the 

3. Ihe boils differ so much aud their classification is so arbitrary that 

a comparison ot the assessments on different soils will not give real compa- 
rative incidence ot land revenue. compa 

4. This also is arbitrary and unreliable as it will be very difficult to 
get exact rents or annual values particularly in the rural parts of the 

coiiTj.uA,y • 

5. This is preferable but it is very difficult to arrive at the gross or 
net produce, which under the present methods adopted by Government 
is not quite satisfactory. But the method of arriving at the average net 
produce should be b,v allowing for expenses of cultivation, rent, interest 
on capital, average mortality of cattle and failure of croiis. I would add 
that iirigation cess should also be taken into account and then land revenue 
may be expressed as so much percentage of net produce. 


Minerals. 

Q. 105. — No further taxation need be imposed especially as mining is 
A nascent industry in the country and nothing should be done to handicap 
its iirogress. 

Land Taxation. 

Q. 106. — agree. 

• 

Q. 107. — I would suggest the inclusion of taxes on advertisements, 
amusements and gambling to be also brought in under Schedule II. The 
local authorities may be given the discretion to_ impose any or all the taxes 
mentioned in Schedule II without the previous sanction of the Local 
Government. 

Q. 108. — With regard to house, land_ tax and land cess, nothing can be 
said against it from an economist’s point of view and they need not bo , 
discontinued. 

Q. 112. — That owner, i.c., landlordj should be held responsible for all 
the taxes. The burden is generally shifted on to the occupier by raising 
the rent. 

Taxes not at present levied in India. 


Q. 119. — I am not in favour of any- of these taxes mentioned, as wc are 
industrially backward. 

'q. 120. — 1. It is a good idea no doubt, but the difficulty of finding 
the size of-a joint family which varies even during the same year is very 
great. Moreover, the deductions to be made according to the SJzo of the 
family will need vez-y careful investigation lest any hardship bo caused by 
not providing adequatelj’’ for the family. 

2. I am in favour of income-tax on agricultural incomes by excluding 
agriculturists who are jzaying land I’cvenuc at present below Bs. 2o0. 


I am in favour of a reasonable tax 
on these. 


Succession duties. 

Tobacco monopoly. 

Tax on motor car and other 
vehicles, horses. 

3 Owing to influences of western education and modern ideas I believe 
the system of dowry is rapidly disappearing and no tax need be thought of. 

4 I agree to the proposals which are reasonable excepting the universal 

house' duty and increment value duty. . ^ 

e T orrvnn tliGse exccpt the last one, because in India marriage is 

n.o- t-- oi ..nmago <vill bo .g.n.,ob tbo 

sentiment of the people. of 

6. I don’t agree to the method suggested as it will affect the trade of 

Tobacco. 


Q. 121.— I entirely agree with the views .stated. 
Tobacco used for medicinal pnrpo.scs may bo exempted 



39 


Q. 122. — I advocate a duty on tobacco raw and manufactured exported 
from the country. As regards the duty on tobacco consumed in tlie countrj' 
the shoiikeepers and manufacturers .should obtain licenses to deal in tobacco, 
and these license holders will be under the control of the Excise Department. 

Q. 123. — think the practice adopted in the case of opium may be 
' applied here also. 

Q. 129. — No limitation of tax for domestic purposes. 

Q. 132. — propose half the present rate of customs duties as excise 
duties. 

Q. 133. — I am in favoiir of ad valorem duties. 

Q. 134. — The increase in the imi>orts of manufactured tobacco is due 
to the increased craving for cigarette smoking. 

I do not think that the local trade in cigars will be affected very 
much. 

Q. 135. — Except the heedies and certain qualities of cigarette made in 
the countrjq the rest are all prepared out of imported manufactured tobacco. 

A moderate excise duty for the i>urpose of I'evenue may be imi^osed while 
import duties also may be increased to that extent. 

Q. 136. — ^Yes. I am in favour of (c). 

Duties on inheritance or succession. 

Q. 137. — Yes. I agree to the ijiiposition of an inheritance duty. 

Q. 138. — I refer to the views contained in the Memorandum of the 
Madras Temperance League enclosed, with which I agree. 

Q. 139. — 1. The tax on inheritance should be .graduated and should be 
progressive in time. The rate should increase with the number of times 
the taxed property changes hands by inheritance. 

2. I cannot agree to this view. 

• 3. I agree with the view expressed by Prof. Taussig as this will be 

a tax like the income-tax. 

Q. 140. — The schedule of rates to be charged in India may be more or 
less the same as in Japan. 

Q. 141.' — am' in favour of taxing the share of the property of the 
deceased and the tax should be the first charge and the successors should 
obtain a succession certificate from the court before getting possession of any 
Ijroperty. 

Q. 142. — Yes. It is quite possible. 

Q. 143. — I agree with the view expressed by Sir James Stephen and 
plead for the exemption of small property from the tax. 

Q. 144. — By appraising. It is done now in the case of- disputed 
succession. 

Q. 145. — The Central Board of Revenue recently created. 

Q. 146. — The exemption limit in my opinion should be Rs. 3,000. 

Division of the Proceeds. 

Q. 147. — 1 am in favour of a combination of the third and the fourth 
method preferably the third only. But in view of my suggestion that the 
inheritance tax should be administered bj-^ the central authority as in the 
case of the income-tax, I suggest the combination of both. 

Q. 148. — The revenue ui^on which Central Government now depends is 
more or less of a coinmeroial character, such as Opium, Customs, Income- 
tax, Salt, etc., and so fluctuations are always probable. 

Q. 149. — The basis of separation of revenue is not quite satisfactorj'. 
The present division must be a handicap now to Bombay and possibty in 
the future to other provinces as well in so far as the Central Government 
takes to itself with the ample and elastic income-tax revenue leaving the less 
elastic source, land revenue, etc., to the Provinces. 

Q. 150. — ^An effective remedy would_ be to continue the third method 
coupled with the fourth, the' basis of distribution must be in certain pro- 
Ijortion dependent not on the increased assessable income as it obtains at 
present, but on the income assessable itself. If this principle is accepted, 
there will be no difficulty for arriving at the rate to be allocated for the 
Provincial Government, 
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Q. 151.— Yes. 

Q. 152. — I accept tliis statement. 

Q. 153. — I do not think this is necessary 
Q. 154.— No. 

centSlfa£iiS‘«td.“Wi„rfa;^^^ the > 

of stamn^dntS consideration does not exist in the" case 

Tiiri:«- f nuties. With regard to the distinction between Judicial and non- 
Judicial stamps, the present system works all right. 

Q. 160. — I agree generally. 

Q. 161.— There is no need to impose any limit by law. Legislature has 
power to interfere in the matter. a auiut. lui.-. 


Machinery of Taxation. 

Q. 163. — I a'dvocate State enterprise in these cases. 

Q. 164. — No. I do not support monopoly of such services. 

m 1 1 approve the principle of monopoly in the case of Salt, 

lobacco, Petroleum, Explosives and Spirits. 

Q. 166. — Contract supply sj'stem should be abolished and the prasont 
method of administration of Salt may be usefully adoiited in the case of 
articles suggested in answer to Q. 165. 

Q. 167. — I think it is applicable in the case of income-tax and succes- 
sion duties. 


Q. 168. — In view of the recent changes brought about by the creation of 
special income-tax department and the transfer of functions relating to 
Local Self-Government to -non-official bodies, the portion of the land 
revenue staff known as the Deputy Collectors in this province may bo 
abolished. The revenue functions which they are now performing may bo 
usefully transferred to the Tahsildars, and the magisterial function may bo 
transferred to the judicial officers. In localities where the Deput.y Collectors 
are performing treasury duties may also be taken away and tho branches of 
the Imperial Bank may be vested with that work. 

Q. 169. — ^The bifurcation has neither affected the efficiency nor increased 
the cost. I do not think that any new combination is feasible or advisable. 

Q_ 170. — Succession duties may he administered by tho Contra! Board 
of Revenue through tho Income-tax Department. 

Q. 171. — ^It is desirable to place the assessing officers independent of tho 
electorates which must naturally consist of assessees. 


ANNEXURE BE QUESTION No. 62. 

Madhas TEjrpCRANcr: League’s Sugcestioxs ron Taxatiox. 

■ Tho following memorandum has been submitted b5’^ the Council of Iho 
Madras Temperance League to the Minister for Excise relating to the 
taxation to make up loss in tho Excise Revenue. 

Wlien the Deputation of tho Madras Temperance League waited on 
tho INIinister for Excise and represented the need for carrying out some 
tho * . +1 „ Excise Admin strntion of tho Province, financial 

v’rtlef wSo raised? The Council of the League is fully alive to tho 
difficulties veio _ , r revenues of this Province is derived from 

fact that nearly view to attain tlie goal of prohibi- 

Exciso and the' finances of the Administration. We do not 

tion will the Licensing Board or tho Advisory Coinniittco 

anticipate howcvei, jj^onset This will be done gradually and 

would iiiiiiiediatob will bo gradual. There is no denying 

therefore the qonrees of taxation mnst he tapped, and 

the fact, however. Ilponld bear in mind that tlie we.aUby, on whom 

in doing so the &oio niiient ' ' now. sliotild boar the main 

P’- 

bearing this principle in mind. 
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Surcharge on Income-tax. 

At present the local bodies are allowed to levy a cess on the land 
revenue. We do not see any reason why the Provincial Government should 
not be allowed to levy a surcharge on income-tax. We take leave to 
quote from Dr. Mathai’s valuable contribution to this subject, “If we 
consider the burden of taxation which now rests on the great majority 
of landholders and if we consider also the rate at which incomes are taxed 
in other countries, there is a great deal to be said for the view that non- 
agricultural incomes in India may legitimately be asked to bear a larger 
share of the burden of taxation.” Objection has been raised that levy 
of a surcharge might tempt capital to flow out of a, heavily taxed Province 
to one lightly taxed. We do not think much weight should be attached 
to this objection. Supei'-tax, excess profits tax, etc., were levied and super- 
tax is being levied now by the Government of India. But that has not 
caused any flow of capital out of India. The fact is that capital flows into 
the province where the possibilities of industrial development are great, 
and the levy of surcharge will not _ affect the profits made by industrial 
concerns to such an extent as to drive out capital to other provinces. It 
is not the tax so much as the prospects of getting profits that will prompt 
investment of capital. We also suggest that the rate of surcharge shall 
be framed on a graduated scale, rising with the incomes derived, those 
with small incomes being exempted from it. For this purpose we propose 
that all those with incomes above Rs. 2,000 per annum should be sub- 
jected to this tax. In view of the high cost of living, we are not in favour 
of reducing the taxable income to Rs. 1,500 as suggested by Dr. Mathai 
in the book already referred to. 

Super-tax on Land Mevenue. 

We favour super-tax on land revenue as a source of additional 
revenue. We are fully conscious of the fact often urged that land in this 
Presidency is already heavily taxed, and that the burden on small land- 
holders is far too heavy. But at the same time we feel that agricultural- 
incomes of certain class of people are comparatively lightly taxed, e.g., the 
incomes of zamiudars. We are in favour of levying income-tax on agricultural 
incomes of permanently-settled estate holders. While at every resettlement 
rates of assessment on ryotwari lands have generally been raised, the perma- 
nently settled areas have been till now immune from additional taxation. 
In fasli 1332 (1922-23), estimated revenue realized by the zamindari was 
Rs. 2,52,85,894 and the peshkash payable to Government was only 
Rs. 49,79,964. Moreover, according to quinquennial statement for 1919, the 
average incidence of land revenue per head of population in the ryotwari 
tracts was Rs. 2-0-6, whereas it was As. 8-8 and As. 11-11 in inam 
^ and zamindari tracts respectively. This also shows 'that the peshkash and 
quitrent (shrotriam jodi) received now, is comparatively very little. These 
areas enjoy as well equally with the i-yotwari tracts the benefits of good 
Government. It is but right they should also contribute towards the increas- 
ed cost of the services rendered to them. The revenue derived by this means 
should wholly form part of the Provincial revenue. As we think the gradu- 
ated scale adopted by the Government of India in assessing income-tax should 
be adopted for the pux-pose of assessing income-tax on agricultural incomes 
of permanently settled estates, the Provincial Government will surely get a 
considerable amount and that too without an 3 ’^ additional expense for the 
purpose of assessment^ and collection. But we are also in favour of the sug- 
gestion made for lev 5 dng a super-tax on land revenue. For this purpose all 
landholders paying land revenue assessment of Rs. 1,000 and above shall pay 
super-tax on a graduated scale, the tax pajmble increasing with the amount 
of land revenue paid. We have fixed Rs. 1,000 taking into consideration the 
fact that land revenue assessment is fixed at 50 per cent of the net income, 
and that in regard to income-tax only those earning more than Rs. 2,000 
are liable to surcharge on income-tax. The graduated scale adopted may be 
the same as that for surcharge on income-tax. This is a feasible method of 
taxation by which both agricultural and non-agricultural incomes are treated 
in the same way as in regard to taxation. In fasli 1330 (1920-21), there were 
782 single pattadars and 2,591 joint pattadars paying over Rs. 1,000 land 
revenue assessment. The assessment derived was Rs. 12,59,372 and 
Rs. 2,87,931 respectively. 

Death and Partition Duties. 

The Death Duties are a ^method of direct taxation of property passing 
at death to those entitled to it according to law. As Robinson, in a recent 
book on Public Finance (Cambridge Economic Series), says, the Death 

yii-6 
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‘‘The demand for tea at home and abroad is increasing more rapidly 
than the output. The statistical position is thus all against the consumer 
and in favour of the tea companies, which are enjoying unbounded pros- 
perity. Not a few tea comijanies are now earning fifty to 'one hundred 
per cent on their cai^itals, and many of them have accumulated magnificent 
reserves. Tea shares continue to rise, and in some cases are now worth 
five or six times the quotations of the lean period after the War.” 


.Sir Money gives figures showing the prices at present as compared with 
those last year and also the apiireciation shown in the prices of shares. 
We shall quote only those relating to South India — 


Share value 


Past week 
for lb. 
s. 1,980 
£2 


Corresponding 
period 1923. 
s, 1,598 
£2 


In these circumstances, we do not at all think that a dutj' imposed can 
ever have anj^ elfect in reducing the output. The enormous ijrofits made 
will continue to be an incentive and the small surcharge imposed will in 
no wa 3 f interfere with Tea industry. 


Tobacco. 

It has been often suggested that one of the commodities that can be 
taxed is tobacco, as Madras Presidency is one of the important tobacco- 
growing tracts in India. We have carefully considered whether it should 
be Excise dutj’’ or Export duty. In view of the fact that it is very difficult 
to find out exacth' the area under cultivation and form a correct estimate 
of the outtiirn, we prefer the imposition of Export duty to the Excise 
duty. It is eas.y to assess and also to collect through the customs offices. 
In 1922-23, 41,434,517 lb. of tobacco worth Ps. 19.76 laklis was exported 
from this Presidency. Comparison with figures for previous years, shows 
that there has been steady and sometimes sudden increase of exports. It 
is feared that this duty will affect the quantity exported and also reduce 
the area under tobacco cultivation. We do not think in view of the large 
profits in the tobacco industr 5 ' this will be the effect. In any case tobacco 
is a luxury and must, therefore, be taxed. 

Ground-nuts. 

Those interested in the agricultural industry, have often urged the 
need to develop the oil industry in this country so that the oil-cake pro- 
duced may be retained in the country for purposes of manure. This view 
has also been voiced bj’’ the official agricultural experts. At present ground- 
nuts and oil-cake are freely exported, depriving the countrj'^ of rich nitro- 
genous fertilisers. Control of export of oil-seeds and oil-cake can be done 
by imposing very high export duties, which will not only bring considerable 
revenue but also cause the retention of the cake for the use of the ryot. 
From a perusal of the trade figures it will be seen that France, Germany, 
Italy, Netherlands and Belgium are the great importing countries. During 
the year 1922-23, 224,629 tons of ground-nut worth Rs. 635.67 lakhs were’ 
exported from the Madras Presidenc 3 ^ Also a dut 3 ^ on oil-cake exported 
should be imposed. In 1923 as much as 30,710 tons of oil-cake were ex- 
ported from this Presidency. 


Other Articles. 

There are other articles besides those already mentioned, for exaniple, 
raw cotton and hides and skins that ma 3 '^ as vvell bear a small duty to be 
helpful in bringing some revenue to the Provincial exchequer. We would 
suggest they should also be dealt with in an 5 ^ general scheme of new 
taxation proposals. 

The Council of the League has ventured to put forward these taxation 
proposals in the hope that the Government will immediately foi’mulate a 
scheme of reform aimed at reaching the goal of prohibition at an early 

date. The 3 ' also believe these taxes are not likeB' to fall on the poor, 

who are already overburdened and cannot bear the strain of any taxation. 

The imposition of the taxes suggested will also tend to bring about a state 

of things in which each person is taxed according to his capacit 3 ’ to pay. 
But the Council of the League feels that retrenchment in the ever- 
increasing expenditure on public services is one of the means by which 
considerable savings can bo effected. Indianization of services will also 
save the Government much expense. Moreover, when every one feels that 
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iiiost parts ol' the iucreasod roveniio af the nrovince are hamo- cno„f -r, 
adniimstration it is well to lake note of this fact and seVhmr far ex- 
J'cduced consistent -ivith oiBciency of administration before 
fresh taxation iiroposals can he made acceptable to the public. 


Mr. Gopala Menon gave oral evidence as follows 

/7ic Tresldent. Q. Yoix are Secretary to the South Indian Chamber 
ol Commerce, but you are giving evidence in your individual capacity? 

A, — ^Yes. 


Q.-— You are a member of the Madras Ltegislative Council? 

A. — ^Yes, 


. Q- are also Vice-President of the Madras Temperance League, in 

ivhicli connection 3 mu have given us a copj' of the memorandum submitted 
bj' the League relating to taxation to make up loss in the excise revmnue? 

A. — Yes; I have enclosed a copj^ of what we submitted to Government. 

Q. — ^Are jmu representing the League P 

A. — No, I am not representing the League. 

Dr. Dydcr. Q. — do not quite understand why the estimate of area 
soAvn is defective. Will j'ou please explain that? 

A, — It is seen from the Government of India resolution that the area 
sown is unsatisfactory and also from other records. 

Q, — I should like you to explain where the defect lies in this esti- 
mate of the area sown. The matter is in the hands of the village karnam 
and he makes a I'eport to the Tahsildar and the Collector. Why can’t he 
know how much area has been sown? 


A. — No special survey was conducted except in certain parts of India. 

Q. — ^In your Presidency, the village karnam must know the total area 
on the registers. He knows how much has been sown and how much has 
been left out. 


A. — He gives a rough estimate. 

Q. — ^Why should it be rough? There cannot be any inaccui'acy about 
the area sown. 

A. — ^That is your contention, but even from official records . . . . 

Q. — ^Will you read something to us from the official records? 

Latta pointed out that the acreage under cultivation is more or 
less defective. 

Q. — ^Does this statement of Mr. Hatta apply to your Presidency? 

A. — Yes, to one-third of the Presidency. 

Q. — ^You say that to judge the estimate of outturn by the areas sm^ 
instead of the actual outturn is particularly a hardship, when _ in 
all the pai'ts of the Presidency thei-e are not sufficient irrigation _ faciliti^. 
What is the exact point you have in jmur mind? You have in certain 
Ijortions of the Presidency areas under cultivation and _ you _ estimate the 
noi-mal outturn; and with reference to the actual conditions in any parti- 
cular year, you can know by how much the actual crop falls below the 
normal outturn. The point you have in mind with regard to the defect 
of the whole estimate of outturn is that there are not sufficient irrigation 
facilities in all pai-ts of the Presidency? 

— The area is fixed at the time of settlement, more or less; but the 
assessment of land revenue is not made according to the outturn. My point 
is that it is on the actual outturn that assessments should be made and not 
on the area sown. 


Dr. Paranjpye. Q.— Is it changing from year to year? 

^ ^Xt is supposed to be revised from year to j'ear, particularly in the 

case of the second crop. I would like 'that this should be revised from time 
to time, if possible, not only at the time of resettlement, 

Tir Tf viler 0 —In regard to the estimate of normal crop, yoa_ say that 
what are called normal conditions dp not exist at all, at all times and 
oil nioces I would like you to explain this with reference to a quototion 
fJom i book pibliS in 1917 by Mr. Ramauujachariar. He says: “When 
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tlio survey vas introduced about tlie middle of the last centurj^, the normal 
yield of fields was first ascertained and then a deduction of 20 or 25 per cent 
was made in consideration of the vicissitudes of the season.” Mr. Rama- 
nujachariar, when he published this pamphlet, was a retired official. 

A. — ^^Vhat I mean by 'normal conditions’ is normal qualities of soil, 
normal rainfall and normal knowledge of agricultural methods. 

Q. — ^AVhen an officer settles a district, these are precisely the factors on 
Avhich he concentrates his attention. 

A. — ^Yes; the general complaint is that what are called normal condi-’ 
tions do not exist at all times and in all places. A particular plot may 
have first-class soil at one time, but at all times you may not find thn 
normal conditions existing there. 

Q. — May I draw your attention to the latter part of your reply tc 
Q. 3? You say that in order to remedy the defects of the present system 
of obtaining agricultural statistics, the work should be taken out of the 
hands of the subordinate revenue officials, who are more often overworked 
and underpaid, and the work should be entrusted to a Department of 
Statistics in all Provincial Governments, with a specially trained itinerant 
staff, who possess the required qualifications for collecting such informa- 
tion. Have you any idea of the number of qualified people that will be 
required for this kind of work? l&ow many districts have you in Madras? 

A. — There are 26. 

Q. — ^There must then bo 26 gazetted officers for the work, 

A. — The Department of Statistics will be a new innovation. There are 
officers attached for agriculture and so on, who furnish the required parti- 
culars at present. My idea is to have a separate agency, called the Statisti- 
cal Department. 

Q. — Therefore, you will have to double your agency. 

A. — The experienced village officials can be brought under this depart- 
ment. 

Q. — ^But you condemn those officials. 

A. — do not condemn the officials, but only the system; they can be 
made to work under a systematic method. 

Q-— Then there would be no separate agency. The Department of 
Statistics would initiate the harnam into this method of preparing accurate 
statistics ? 

' A. — ^Yes, but we will require better class Indian officials. 

^ Q. — ^What do you mean by better class Indian officials? is it your 
idea that your Tahsildar, in addition to being a good executive officer, 
should also be versed in statistical work? 

A.— ■^en we organize the department, we shall have to decide whether 
the Tahsildar will be able to devote his attention to this. The Department; 
of Statistics will be a separate department altogether. 

Q. — ^Would your Presidency bear the cost of these officers? 

A. — ^I do not deny that separate officers would mean additional cost. 

Q. — You are a member of Council. Would you vote for the grants? 

A. — I am only giving you my ideas; the ways and means will have 
to be found out later on. 

Q. — In reply to Q. 13, you say that no element of tax appears in the 
case of (a), i.e., bare return on the capital invested, but it does in the case 
of (b) and (c). 

A. — ^I think there is a little bit of profit included in the commercial 
return. 

Q. — So that the profit which commercial undertakings get will be in 
the nature of taxation. Would you say that the profit earned by Govern- 
ment railways, which is surely a commercial return, hecomes a tax? 

• A.— There is an element of tax there particularly in monopolies of 

necessities. 

Q. — ^In reply to Q. 18, you say that the dues levied for the safety of 
shipping at a iiort are indirect taxes levied on the general tax-payer. 
How do these dues become taxes? 
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as goods are concerned, there is no dis})ule, because all 
these charges incurred at the port are included in the cost of the goods. 

9' consume rice here, and when there is a scarcity of the rice cron 

you have to import rice from Burma. ^ 

A. — ^Yes. 


Q. You have to pay freight to the shipping companies for bringing 
the nee; would that be a tax? x o i t t, 

. , taking the price of the rice into account, the freight will bo 

included in the cost of the goods. 

Q — Then everything in your view is a tax? 

A. — It will be an indirect tax. 

Q- — There is a service rendered, and that portion of the price which is 
included in the cost of rice on account of labour is not in the nature of a 
tax. Do you agree to that? 

A. — ^The cost of labour is not an indirect tax. 


;The freight that you have to pa 5 '' to the British India Steam 
iNavigation Company is the pajment of a price and not a tax. 

„ A. — ^Vk^e are on the point whether these indirect taxes will bo collected 

from the consumer. 

Q- — ^The whole point is whether these dues are taxes or not. You 
admitted to me that the cost of production of rice in Burma is not in the 
natui'o of a tax. 

A. — ^^Ve included the cost of labour in the price of the rice. 

Q. — Suppose there were no harbour in Madras and your ships wore 
hold up at a distance of about six miles from Madras. To bring the rico, 
have it unloaded aud make it available in the Madras markets, you would 
have to pay something to the boatmen. The existence of the harbour 
enables the rice to be brought right up to Madras; therefore, the harbour 
renders the same service as the boatman did to bring the rice from a 
distance of six miles; how does this become a tax? 

A. — The point is whether these charges form an indirect tax on the 
general tax-paj’or. As long as these charges are included in the cost of the 
goods, the merchant in the bazar shifts them on to the general consumer 
of rico, and therefore it becomes an indirect tax. 

Q. — ^How does it become an indirect tax? 

A. — Your contention is that they are all for services rendered. No doubt, 
they are for services rendered as long as the goods are put out on the land 
and brought into the godoivn, but when these cJiarges are t.aken into the cost 
of the article, the question is whether that will bo shifted on to the con- 
sumer. 

0. — invite vour attention to the answer to Q. 2-i, in which you do not 
oppose an entertainments tax. Would it bo a tax on all entertainments, 
or a tax on entertainments on one class of people? 

A. My idea is a tax on theatres and things of that sort, 

n Wouldn’t that be taxing one class of neopio and letting off other 

classes’? Will you touch also theatres held in villages, open air performances 
and singing parties? 

A.— Entertainmonts include all classes of entertainments. I do not 
moan entertainments at a festival in temples. 

should an entertainment in a temple be c.xciudcd from taxa- 
tion ? 

A —It is more or less done on religious occasions. 

sir Vmev Tlinmi>!<ou. Q.— Wotdd not your test be whether any ehurre 
is made for mlmittanre to tlie cntertauimont? 

A.— In .some pl.wps they ate taking out literiM', for prorc^mni, etc., 
cvetj now. 

Q.— Tiiat is. you would have a tax on critettainment v.bero theje t- no 
charge for admisdon? 

A.— Ye.. 
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Dr, Paranjpye. Q. — With roforcnco to youv answoi’ to Q. 23, T ■iTOuId 
like to know w'hnt diffei’onco you make botweon tobacco and intoxicating 
liquors. 

A. — ^Intoxicating liquors impose an economic burden on the ijoor fami- 
lies. The expenditiire incurred on tobacco is not so much. Money is spent 
rather lavishly on intoxicating liquors. 

Q. — ^What amount people spend does not make any difference in the 
nature of taxation? 

A. — Tobacco has become second natui‘ 0 , but intoxicating liquors impose 
an economic burden on the familj'. 

Q. — The economic burden in the one case is smaller than in the other. 
Is that what you mean? . 

A. — In the case of tobacco it is infinitesimally small. 

Q. — ^I cannot understand j'our statement, except that intoxicating 
liquors are more harmful than tobacco. 

A. — ^They are certainly more harmful and the economic burden on the 
familj^ is so great. 

Q. — ^Incidence on the ijoorest classes and poll tax. This is a verj' im- 
portant subject. Your view is -that thei-e should bo no taxation without 
the classes being represented in your Legislative Council? 

A.— Yes. 

Q. — ^You say that capacit 5 ' to pay taxes alone should not bo taken as the 
basis for franchise. What other basis would you advocate? 

A. — Universal adult suffrage. 

Q.*— What is the total population of your Presidency? 

A. — ^About 41 millions. 

Q. — ^Is the Presidency a ricli Presidencj', and is the economic condition 
of the people good, bad or indifferent? 

A. — The Presidency is not so rich as other Presidencies in India. 

Q. — ^You say that the bulk of the people are poor? 

A. — Yes, comparatively. 

Q. — The total provincial revenue raised in Madras comes to about 16J 
crores of rupees. About 5 crores are contributed by people who do not vote 
for your Legislative Council? 

A.— Yes. 

Q. — There are classes of people who pay indirect taxes and also per- 
haps direct taxes, but they have no place in the legislative body of your 
Presidency. Does that appeal to your sense of justice? 

A. — ^At present they have no direct representation, but their representa- 
tives are nominated. 

Q. — Only one or two members represent tliem. The people who pay 
indirect taxes have no voice whatever in the determination of the economic 
welfai’e of the people. Does that appeal to your sense of justice? 

A. — ^I agree that they must be given representation. 

The President. Q. — Maj’^ I refer you to your answer to Qs. 29 and 30? 
In answer to Q. 29, you say that the tax imposed should be direct: then 
in answer to Q. 30, you object to a direct tax, because you say it is ob- 
jectionable, being a compulsory tax. What is a tax if not compulsory? 

A. — ^In answer to Q. 30, I *am speaking of poll tax. I saj’^ that poll 
tax is objectionable, because it violates the test of ability to pay. 

Q. — ^But in answer to Q. 29, you say you would only have a direct tax. 

A. — ^If taxation is going to be a proper accompaniment of representa- 
tion, I say that the tax: imposed should be direct. 

Q. — Of what nature should that direct tax be? 

A. — Say, a house tax. 

Q. — You would have a sort of house duty on all bouses in the Presi- 
dency? 

A. — ^Most of the houses pay. 
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pay to tlie municipality for services rendered, 
tliat you Avoukl have something like the chowkidari* tax in 

A.~Any form of direct tax would do. 


Do you mean 
Bengal.? 


Q.—How would your house tax differ from poll tax.? Poll tax is so 
mucli per head, and house tax would be so much per family. 

„ n, 4* ^ house the man earns something and has ability to pay, but 

poll tax IS mostly a compulsory tax without reference to taxable capacity. 

,.,3. Q" y®Y, to tax the poorest man, would it make any 

difference whether it is a house tax or a poll tax.? ' 


XI • f ^9 and as a citizen he has to pay some- 

tiling ror it. It is not so in the case of the poll tax. 

Sir Percy Thompson. Q . — We have not received your statement giving 
the rate of increase for different grades of income. 


A. I have not made up one, as I could not come to a scientific figure. 

_ Q. — ^Do you propose to increase or decrease it for different ranges of 

income? 


A. — would increase the rate after Rs. 30,000. Rs. 50,000 is the limit 
for super-tax. 

Q. — Isn’t super-tax mere continuation of the graduation which is 

already provided by the income-tax? 

^ A. — ^Here I refer to super-tax imposed as an emergency measure. 
Owing to its operation there have been a number of cases of undivided 
families being split up into single families. 

Q. — ^Let us suppose that the country is populated by individuals. Do 
you make any distinction between super-tax and income-tax? 

A. — Super-tax on the first Rs. 60,000 is 1 anna; on the second 
Rs. 50,000, it is 1 anna 6 pies and on the next Rs. 60,000, it is 2 annas. 

_ Q.-y-ls not the result of that a graduation continuing the graduation 
which is already effected by the incoive-tax? 

A. — I think it will be better if the two are combined and a rate is 
given according to the old system. 


Q. — ^If you did that, you would have to abandon collecting income- 
tax at the source, which is the great safeguard for the revenue. 

A.“You can keep up to 5mur level, whichever level it is. 

Q. — Supposing you have your income-tax ranging from 3 pies in the 
rupee up to, say, 5 annas, at what i-ate are you going to deduct for income- 
tax from interest on Government loans? « 

— ^rsniatever the rate applicable to the party concerned. 

Q ccuao tn deduct at a different rate from everybodj'. At 

what "rate ■ from Government securities bearing interest? 

^^ .-.-^Vljatever dividend is received from the Government securities will 
be added on to the income-tax. 


Q_ — At the present moment you deduct income-tax at 1 anna 6 pies 
because that is the maximum rate of income-tax for everybody. But_ if you 
cease to have a standard maximum rate for income-tax and have it run- 
ning from 3 pies to 5 annas in the rupee, Iiow are you going to deduct? 

A. ^That is one of the points; there would no doubt bo several refund 

applications. 

Q. — Is not that a fundamental objection? 

A. Yes, as far as income-tax officers are concerned. 

0— It is a fundamental objection from the administrative point of 
view Have vou any advantage to .set against it froin the point of now 
of principle?'’ You would got exactly the .same result if yoti^luuo \our 
maximuTU income-tax 1 anna 6 pies and then carry it on to 0 annas by 
moans of a super-tax. _ 

A —You have to collect twice, once the regular incotnc-(nx and Uicn 
super-'tnx^ Instead of that, I would suggest amalgamating the two and 

having a uniform rate. , . . . 1 t w , i 

O— But the miestion is whether it is adminislratively bolter to hnio 
y. isut viic ^ 1 ^ nf n linodred neonle. or wliotlicr 
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Q. What cloclnction do you want to draw from your table? 

A.-I wish to show that tlie absentee landlords are increasing in number. 

u- ’ 4 - “ make an addition you will find that in 1911 there were 
cultivators and now there are 606. That is to say the numW of cultf 

doS' it extent of land cultivated also reduced.? Or 
does It mean that people are cultivating larger holdings? 

A. I do not think that the extent has been reduced. 

Q. ^No lands have gone out of cultivation. Then you call atten- 
tion merely to the fact that the absentee landlords have increased. What 
deduction do you draw from it? 

I merely wished to draw attention to the increase in the number 
01 tile absentee landlords. 


refer you to your memorandum wherein yon 
say tiiat tlie Council of the League has ventured to put forward taxation 
proposals m the hope that the Government will immediately formulate a 
scheme or reform aimed ^ at reaching the goal of prohibition at an early 
date. You recoiumend income-tax on the income of permanenfhvsetf/ed 
landlords ? 

A. — ^YeSj if money is needed. 

Dr. Dyder. Q. — ^^Vith regard to the non-cultivabing landowners the 
percentage is 49 and it was 2.3 in 1911. Does it not mean this, that land 
has been partitioned out? 

Sir Percy Thompson. A. — I do not think so, because the number of 
landholders has been reduced. It merely means tliat some landlords have 
ceased to cultivate and become rent receivers. 


Q.- 

A.- 

Q. 


-You took these figures from the census? 
-Yes. 


vtf.-AVhy do you say you ‘prefer the tlmee years’ average? 

A. — Suppose in the case of a_ merchant he has omitted to include a Ios.s 
which he subsequently finds out in the .second year’s accounts, the average 
would help him. But under the present circumstances it will not bo 
allowed. — 

Q. — I do not follow that. 

A. — I submit my statement in April. _ I am assessed in Slaj'. I may be 
getting my returns from foreign countries and find that I have sustained 
a loss in the previous year. Sometimes those amounts are not allowed. 

Q. — The three years’ average will be for the three years before the year 
for which you pay. 

A. — I thought there will be more equitable payment if three years’ 
average is taken. Also the tax will not be too higli or too low. 

Q. — You say there will bo little variation? 

A. — Yes, I think so. 

Dr. Piiranjpyc. Q . — Supposing in the first year you make 
1 lakh.' In the second year, it is Bs. 50,000, and in the third 
is nothing. In the fourth year there is a loss of Bs. 10,000. 00 jh -i-m 
fourth year over and above incurring a loss of Bs. 10,000 you have to pa% 
income-tax on Bs. 50,000. In this case, if you are incurring losses after 
years of profit, you have not only to .suffer the loss, but also* to p.ay income- 
tax which will be a burden. You will have to pay the tax just when you 
cannot afford it. If, on the other hand, you are paying a year after you 
are making a profit, what yon will inobahly do if you arc a prudent man is 
to set aside for next year for the income-tax. But in thi.s case you have to 
pay for a profit made throe years ago and you will bo in a bad position 

to pay. 

^ ^\s far as you are concerned, don’t you think that a tax on three 

years’ average is better? 

Q._Tn the long run, the tax you pay will be exactly the smno. 

A — Wliat T thought by the throe year-s’ average nas to give an oppor- 
tunitv tn include cerLain losses which could not bo brought into the account 

ihoH' Si "fill 1.0 ...ore e<|,.ilnMp P-nyoent 1 11 , 0 , .pl.t ll,e t-AX ll,ol ..0 
iiinv hnvo to po.v will not I )0 too Ingn or loo low , 


a profit of 
j'oar there 
So in .the 



Q. — Wluii j'ou really want is to bo able to carry over losses, not to 
ask for the three years’ aA’'erage system P 

The Maharujadhiraja Bahadur of Burdwan. Q. — Have you in mind, 
any substitute for the present land revenue? 

A. — If we are going to remove tlie system. 

Q. — That is exactly what _we want to know. Have you got any other 
sj'stem in mind? 

A. — have no alternative land revenue system. I mean the income-tax 
on the 3deld from land. 

Q. — Therefore, I understand you are in favour of continuing the exeinp- 
tion of income from agriculture as given in the Act, as long as the present 
land revenue sj^stem lasts? 

A.— Yes. 

The President. Q. — I agree with 3'ou in respect of the patent medicines. 
But as regards pla3dng cai’ds, is there an3’ local manufacture? 

A. — There is no local manufacture. Practically nil I should sa3^ As 
it is a ]uxur3'’, I thought excise dut3^ ma3'^ he imposed. 

Dr. Kyder. Q. — Are there any cigarette factories in the Presidency? 

A. — Only two. 

Q. — ^Do the3' import cigarette paper from abroad? 

A. — ^The3' tried to manufacture it to some extent. 

Q. — Are the Imperial Tobacco Conii}an3' jjeople imijorting h-om abroad? 

A. — The3" get their suppl3' from Home. One man had a factory at 
Ti'iplicane. In the old da3’s the3' used to import cigarette paper. 

The President. Q. — In respect of coffee- and sugar how can thes’^ collect 
excise? 

A. — ^That will have to be done at the factory. 

Dr. Paranjpye. Q. — ^How are you going to have an excise officer at 
each field where the3^ boil sugar? 

A. — I was reall3’’ thinking of export duties. 

The President. Q. — ^IVhat is the quantit3' of salt that medical opinion 
considers as essential for subsistence? 

A .— 16 lb. 

Q. — Is not the consumption of the Pi-esidency moz’e than that for the 
last few years? 

a:— Y es. 

Q. — ^You would like Government manufacture of salt? 

A, — ^Yes. 

Q. — You think Government can do it more cheaply? 

A. — It is done under Government supervision now: if so, they can 
also manufacture salt, 

Q. — Is it fair that the Bengal consumer should pay more for the benefit 
of the Madras producer? 

A. — If Government manufactures salt, Government won’t take so much 
profit, and the cost of production will be cheap. If 3^11 want to improve 
the industi-3', 3mu should manufacture salt in this countiy. 

Q. — Then would a protective dut5' be necessary? 

A. — ^Yes, to keep out foreign salt. 

Q. — ^If the3’- are made to sell it b3' weight, will it be an interference 
with the traders? 

A. — Care should be taken a.gainst adulteration. 

Q. — Would there not be pett3' interference 1)3’- Government officials? 

A. — When supervised b3’ Government it will not be so bad. 

Dr. Jlydcr. Q. — With what material do the3' adulterate salt? 

A. — Something like sand or znud; in order to deprive the purchaser 
of a certain portion. 

Q. — The colour of salt is white. 

A. — It might bo something like that. Sometimes we find mud in it. 
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Q. Have yon any oxpcrioiico of ilio practice of sifliuo'? 

A.— No. 

Q.— Yoxi hope to succeed in introdiicius the policy of prohibition? 

/ .—It IS a pious hope. There is a good deal of public opinion behind 


to 


othci 

The 

amounts 

America 

sonment 


Q- — Have you calculated the cost? 

gradually in order to shift the burden on 


things. 

^ have an estimate of the cost in America ivhich 
to t\s. /o crores and they could not have faced this even in 
c.xccpt lor_ their jmst-irar prosiierity. TJio total 2^Griod of iniin-i- 
invarclcd in one year, that is, in 1923. ivas 2,781 years. The 
ulicit liquor soizon was about 345 crorcs of ruiiees worth. Are you jirejiared 
to lace a camiiaign that would result in exiienditure on such a gigansic 
scniG . 


A. riiej’^ are still keeping on the iirohibition jirinciiile with the idea 
that there will bo much more sober men in the country. 

Sit Pctci/ Tho])}pso7} . Q. — Do you know that in America the peojilc who 
traflic in illicit liquor arc the most ardent prohibitionists? 

A. — I don’t know that. But this is what Mr. TV. T. Layton says: 
_“i venture to suggest that the inllucnce of tonqicrance iiropaganda, the 
increase of other iorms of amusements more than that ol lounging in a 
public house or tippling in a club, the growing disapproval of public oiiiiuon 
towards drunkenness and the recognition of improved health and efBciency 
that results from sobriety will combine to reduce the consumption per liead 
of alcohol in Great Britain, even if these influences do not lead us lo 
lirohibition. I think, therefore, that in any case we should be wise to 
anticipate a reduced yield from the alcohol duties.” Then he says: 
“If a wave of temperance is spread over the country, the exchequer would 
be seriously depleted and would need to imiirovise quickly some new sources 
of rovonuo’’. In the end, ho sai's: “It is right that tiie incidence of in- 
direct taxes should be as wide as possible. 1 suggest therefore that on all 
grounds it is appropriate lo budget for n reduced and not for an increased 
yield from tho alcohol and tobacco duties. If the reduction comes of itself, 
it will be a welcome sign of sobriety; if not, we must make a beginning 
to broaden tho basis of taxation, but not by chcaimning alcohol so mucli 
as to encourage a largely increased consumption”. 


Q. — Is ho not i)roposiug a steady increase of control instead of sudden 
total iirohibition? 

A. — Certainly T do not want any sudden enactment, but by a steady 
process of reduction and control. 

Dr. UijiTcr. Q. — Is there not difference in tho conditions prevailing in 
tho Madras Prosidenev, and say, America and England? 1 mean to siiy 
people here are more law abiding, and if wo impo.se such :v measure as in 
America, there will not bo such crimes and such illicit distillation as in 
Amei'ica or England. 

— Certainly. Any bureaucratic or popular measure would have lo lo 
brought ill by the administrative niachinei'y. 

Q. — X moan to say that our people can stand an amount of govern- 
ment which otlior nations cannot stand. 


A. — Certainly. 

O I ivas o-oing to ask you this question, whether the people in the 

I^fadras Presidency will have recourse to illicit distillation to a very great 
extent if there was total prohibition, and thus, you would have to increase 
your cliarges on jails and such other things. 

A. — Not very much. 

Q_ ^^Vould they go in for illicit distillation as in 'Wcslorn u»unf ric',-' 

A. — Not so much. 

Thr. rrcahlciii. Q- — Can you tell me nhat nas the total number of 
prosccutioriK for illicit distillation, last ycai ? 

A— Of course, it has been going on. But if in a T\ c->torn 
thev can briim about prohibition in eight yeai'- time. :uu. v.hen tlic\ 
think that thei^ will be a decrease in the yield of tobacco and alcohol and so 
on, I suppose it is much easier here in India. 



Q.— In !‘ni':i;»ntl vnii Inul fin* IJnnu! of (*on(ini iK'iwct'H HM*> in 
wliioii did innio to H-diicn <li unl;«'nm"»‘< (lum nnyhody ols(>. CanM >(m 
U'arn tlin U'-'-on from Iho history of I'.nf’lnnd? 'I’lioro I'- ilio conlrol ^y.stom. 
'llmt i'- wliy 1 dinw n di'timtinn hnlwrcn ilu* sicnuly oonliol ami vio’cnt 
in! rodnci ion of jiroliild! ion nioa'^nto-. 

A. — Yos, in I'nidand thc'n' ;uo mnio piivaio af^'iicios worhiiifi in ilm 
can'><' of toii'iiiM am ('. A'^ far a^ I know, llicio aio Id.fKtf) mon and noinoii 

'vorkin" af it. 

Q. — How inasiy of (lunn aio atli\'t' piopai'andi'-i'. ? 

A. 1 don't know that. 

/>;. //i/di!, (>. Ho \<ni lliiid% Hiru' i^ tin' ‘-aino aiiniimi ni elatin'!; ioi 
ditnk in Ini! ionntiy iilo* M.adj.i^ a-- tliere i'. in Hnck'tnd.-' 

A.' No. it i-' *<’'e fa(ili(\ for diiid.np: m.'ke. a man think. 'I’heie 
i'. no} v() nun’.; ei.iviii" lieio a. in tin- Wet'-in tonnliio’. 

(). — Yon lliiid: ilu' «nl)ivat<u‘. in tlii'- i’l t-'-iileiuy would like !o ;pi .\it!i- 
nu! 

A.— Ceni'inly tiny will po witlnm! it. 

Q.-T >.00 Hiaf Viiu advocate tlm! addition. il 'onne of fa'.atinn ‘.lumld 
1)0 i;;pp('d, an>l jntiiap. ton it.i'.e a >nii)Mrre on imomo-l,i\ in mindp 

.\."-Tlio tplO'iion i- t'l m.'ke tip l!<t' ileih ient \ , .'Unl we ale plep.ile'l it) 
lio.tr all llto ta\o if l'‘-iiay we tan (md no think in I In', lonntiw. 

(J. — ^A'oin jiiojiie';! for a mtli.tiec tm ineonie-;!i\ ■ woniil (lie Sonfli 
Indian ('iiamkor of ('ommeite a;;ie>' tti tli't luopo ••.1''’ 

.\, — I have not t.du'ii tlieu- opinion tm tins malU’i, ami >■0 I cannoi 
give yon an avMita.mo mi llmir 1 ehalf. 

Q. — Ytiii r.gieo i<i the ooiuhi'.ion. ,uii\o<i at lt\ llio I’Acmo Commit too 
rctcnlly a jiimintC'd here? 

A. — Ye.. I agiee. 

tj. — 1 ask yon whether thi. U'/ei si •00 i. ol ;in\ \ahie If \tm atlop! 
the iinliey of giatlmd jiiogie . (••want', the nltim.ite go.d t»f (oi.il piiihihi- 
lion. eotihl yon not lu\ tottiaiiuts ami le.dire -tnue amount of leveinie.'' 
J''n!lhcr, the toddy tree \ ielih. only for *i\ month's, ami the >..11110 tiet' il it iS 
suhjedcd to only the ctKoannt n-sO. goes on tri gjve jon an im leased yield 
and lints thcic may not he .any In >. of leveniie hy (axing (he eixoaniits and 
their hy-prodm l.s. Dt; you thinlc till's stiggestion is of any vaint'? 

A.. — Of eonrsc. in older to m.d.e uii (he kiss of leieiine it is tjiiitc jtossi- 

hle. 

7Jr. I’aiiiujiiiir. Q . — ])o yon think the paim\r.; liee. ami ikitc palms 
yield eoeoannls as Hr. Hyder aecms to think? 

A. — No. The cpicstion was ]uit in the case of totoaniils; 1 think a cei hiin 
amount of rcveinic eaii he got from eocoanuts. 

Q. — Do yon think that eojira would hear ti huge cxjiort duty? 

A. — Of course, it may ho. 

The Freslclc7ii. Q. — A.s a incndicr of the vSouth Indian Chainhcr of 
Commerce, wotdd 3'ou advocate it? 

A. — Aly inclivichuvl ojiinioii is tliat I am prepared to meet taxation lor 
coiiaiu tilings in order to bring about prohihition. 

Q. — Would it he worth while taxing eocoanuts? 

A.. — I think it would bo worth while. Porhaiis, j’our idea is that 
copra which is now exported would be stopped. 1 do not think .so. 

H?-. Faranjinjc. Q. — Have j-ou got any cxpcrienco of eocoanut gardens? 
Then what do j’ou think of the annual juold of a eocoanut tree? 

A. — I come from Alalabar and tlicreforo I know something of it. 1 think 
:.hc 3'icld of a eocoanut tree ranges between 50 and 100, but it dciicnds 
upon the eocoanut tree. 

Q. — Then take 100 wdiicli is a vcr.v liberal estimate, in Jialabar wlicic 
you come from, what docs a eocoanut cost? 

A. — J. think the average price is 1 anna. 

Q. — ^That would mean Rs. 6 for eocoanuts and about Re. 1 for the bj*- 
products, say Rs. 7 altogether. Further, the garden land is charged at a 
higher rate of land revenue. 



Ihr I’ii'^hhui r the jx-^nien le-fe! . r* • ’ 

t harmed at a higher latc of land ix'tosiuc. 

J)r. /’<n Q. — At anv rate iti t! > rv' i tS 

hiiiiiit/iil intt'; do yni think thi*- jiropo-a! of tlmr^in;^ a rate rin t'!' *- t 

hearing treo-, a loa-ilde projio'-ail-' 

A. — If there is eoiiif: to he jnoliihitron, and in ordrr to ’.'oet 

jnohihition. jrj'-t like in other thinC'. it wc tan t;el a ''teaU irf" • ts 

to<o,uint-^. I a ill n eh nine it. 

Q. — M> nan iinpres>ion i'- th.it aiaon" re--f»ef t.ihir people it i rd ' 
(onsicleied iiielitriorH to r'lloa a (o^o.rnnt tina' lo !>■> (appi d for to-M}. 

— f thin!, lieir* ot ei.' i><id.\ r-. "ninu Ji.-. trec’ 

{). — Ih.on aniono hirrher (iji'f-.? 

A. — I do not i.nou tliat. I f.nou t!:* • ine are fjn t a o,j‘ oi h 

'riie I.mdloid-. licre aie not ‘•n[HMa ivinj: tli*' e tuo^. v.. xh* ' do’**t * 

tti\intt l!)oni out foi tappiiiJt. \t !•' i {, the le'ijorify of the tr<< . n t.’-.pr''^ t 

licro. 



It !?!<• «it liiiit.i ni iiilittnf'U- v.liH r<n‘ fittiK't-; 

i>i sti' > 'It t!u* tn*< .Util tin- ii<Mi till I .)< ii.inttt'' ituii'.'i <• ., 

slii’ti' v.)il * I' {iiitlii!);; t'l ’.iti *> ‘.ill. ll { I'tu I'l lu’i'ut iiii]n> I', a duty 

tti U'-, ih.i”. tt> j'.'.itl 1>\ tlir < nil tiifi-t . 

A.--Yr.. 

^ihf /'; <■ t ;>sV 1 . yt. ,\s>' } itii av-atf it) tfu’ iiiiHin!)'* <>! p.iilU'ra t ) ft' 

v.)ij<li jtrirl'ttt' .'tiji iui‘l *>*’•>’ "'tK-'t thiit ! t'-.ai!.* nil*, ii! )i • li !■. u vt'iy 

i>iil liiiutii- . h f-'«; \ i>M V di !>■' l.illtif.' !l|.' 'Mj'.ar 

fn5<': ji7 !• <•. !!<>•.' > ati ".iiti jitiS)'!!! t >)>;'»>». t 

t,'.' 1' tl'.t :i‘ \.i-i > ,ui 'SI.''-. s') al! !■) !! ;! is >' In', tui lin' thiiy 

Si.)) ii\ !!i :• t tl.f '!«*.*, - Is Silts ost Uu- ti<i'-!.t\, 

t-issl'l Silts }’.<*. .1 ; i\ lit; ji-ih'.s:., ttsss'. , 

A.* 1 S?5sts». \iitt i ! j* • Sin lit- 1 !is ••■’itss'.;’ i-.!l t!|i' fXr. 

llsst •'i’!r ■ .'.I f it t'l- S' iK ! :*< ‘ 1 ' r .fit' 

>''.s /V , / ’ ; • ■ . ^ -iij )' .•,*«- v5s! i.s Isii'.f. , iiiiit iinjiii o 

iltsts ii; .*■'< •■lurit!,.' .1 ,'t . '1 Nil's is lin' .Vt thity 

ntt'! jtSS! ati «'JUbv ..‘i "'t tits’ •• i.st ’> jsi tn it < 1 t.i'.Ui-* 

A “ 1 ’.hsSll, l*. s ii'i'n ,1 8 .SBi'it s!' It', 

)h. //• It;. • I"" ."U.'S'- . ;i < 1 '.".t lusti'.’iiN atat a ptirtiusi 

!' i ;A'!1 ‘.i 4 ] • ’sri; i '• •••■> .sfi' t" ■' .uist a)*' u ‘-’I for 

tint iiiriSBSifai Itisf <i5 si.m'n • ' i-; ..»isi!i sss ii’.l.i-i « issittiif . |i..r ! i< ttlarlv in 
I'r.itKf. Is No!! ;i»!'iji! t.; i:..i;stt:.tt : as in,; thi <■ .-siinii- its sniir 

« 1 *,\ IS (ilSISSt’N. ‘!S!t’>. si 'Ail's’ l r'l'i* '-it J usi- Si iit'i N ■ St !lii'. 

A.—Wi. 

Ih. /‘irfi.-r ; <•. (,t. Vi'l! nifS. :i!< !• Sort < ! tho 'J.'.S.i JtS'ii! '.rial 
r-ort; ssi'ih t<',’.istS S'l •< << iiu-.'. oil, «■■■ 

. ll's'i tlo iiss !! I t;i '*> • .r- '(i,-.’ im n'. h< t l.i<s»ii t SMisiiii s oust' 
illUi <'\ii5<'!iiT in sill- luisii'.SN, ! < • .■.ti fsn i.tiS'it'. !ai!t-i.'' 

'llif /'r >• 'ii/i' > 1 ? . {}.' Wi' ssii'.t « nit •• ;lif • n)iii , 1 '. tils t.sisii l rVi'tillii. 

am! Noil iavtisii ' iijn's .'tON nii f.tis'l titt'uii- a iniiii' o! .niiiiS lunaf ifVfiiiii'. 
1 iioni yont t'-maT*. , t’las shi' ’< .•.I'isio.iSf ‘.'tin,', ttonlil In' to tnaKi' 

the* jn'rinniifsitty-' I’Stli ■! Iar,i!!iiiti!i-i ]>.t\ t'l n .il.t- tlo' jioosi-i i Kr •- tfiujifi ato. 
I'l liiat <isiiit' :i !o;*it.sl po-iti'isi.' 

A.-" In oidi t to ii'lii-Vf till' Itnult-n tut tin- iinnii'i I'liii t . of jti'oplt*, tht' 
liifllior flii'-oi Isavo to tic. si .i tcrf.iiii ainoiin! of Inirtii'n. In oidor (o 
Itrin;^ alioni nsoic '-olnit'tN aiinm;; t the tna ' c . of (Iso connli N. it i'l tmly 
fcasolKtlilo, 

f,t. — 1^0 yon intcpt tin' themy that pco])!" ttho cnfoic'' toisipofsinci' 
litij^lit Ki pay for the lo- of i evt'anc •' 

A. — I ntoan tli<* jictiplo a. a stliolo. 

Q. — l)o yon ftniNiih'i- tin' onliain ensent tif siiiit duty is the jnsi-silslo 
nltcrnative? 

A. — Nf>. I liiivo '-aid salt ilnty slionhl «'ntii-o!y <>n. 

Q, — You .say; “'I'liis is a fcasildt' nn'thnd of taxation hy wliit'h hotli 
aKi'ic-nlt nrid and non-a}'ricnltnraI iin-onn's an> trt'atc'd in tin* sanio '.vay in 
rc'Rard to taxation. In fasli l:i;iO tln'ic Nvoia* Tl^'J sinfilo 

(Inr.'i and 2.o!)l joint /lof/odor.i paying over Hs. 1.000 land it'vcnnt' assoss- 
nicnl.” Can yon toll ns whore yon t;ot tliis hjjtnre from ‘s' 

A. — I can’t tell all at omo. 

])r. I'iirniijiii/r.. Q. — A’on consider that <leat!i duties will ho a rca.sonahle 
lax if jirohitiition were introduced? 

A. — ^^'e.s, in order to find an iiUernative tax. 

Q. — A’ou iiKiee generally Nvith the policy of l^rofossor ]lip;nano, viz., 
lhat jsractieally the whole ('stati' .should he taken hy the Slttle in the' coni'.so 
of three gonorations? 

A. — r am not going to commit iny.self to that. 

Tha Pi'csidcni . Q. — Profe.s.sor Rignano says that a tax on iidioritanco 
shonkl. he i>rogre.s.sive in time. ]Tis principle generall.v is that after three 
generations the whole estate should he 'taken hy the State. 

A.— Y^e.s. 

Q. — Supposing a man ‘dies leaving 10 lakh.s of rupoe.s, the State will 
take 5 lakhs and the other 5 lakhs woidd go Lo his son. On the son’s 
death, 2.i lakhs will bo taken by tlio State and the remaining '2i lakhs 
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agree Truth that? Piofessoi Rignauo s scheme; do you 

“I agiee that death duties should he imposed. 

Professor Eignano’s statement 
c < tax on inueiitaiice slioulti be progressive ijz 

understood Professor Eignano’s theorj-. At anv 

onxf’norH f f ^ should be charged on the estate left by 

1 1 t culai inciiTudual and that the rate should be progressi're, i.e. for 
a larger estate the rate should be higher? . 

A. — -Yes. 


Q. In England, death duties are of two kinds. One is rrhat is called 
tile estate duty to_ be determined by the value of the -whole estate left; 
the other is ivliat is called a legacy duty or a succession duty paid by^ the 
successors or the legatee and on the aiuonnt that is received by him. The 
latter duty T’anes irith the degree of relationship of the legatee to the 
testator. 

_A. I agree that an immediate relation should pay a smaller duty than 
a distant relation. 


Q- — So that, the death. dut 3 ' should be of two kinds, one an estate duty, 
and the other a legacy dntj’? 

A. — I agree with that theoiy. 

Q. — How are you going to treat joint Hindu families?' Tnien a mem- 
ber of a joint Hindu family dies, you in Madras, as Tve in Bombaj’, are 
governed by the Iilitaksbara Law and every man has a definite share in rhe 
joint family. Hotv is the duty to be levied.? Is it to be levied on the 
amount of the estate, which is supiiosed to be liis portion if he had clainiod 
partition at the lime of death, or on the whole estate of the joint family? 
Suiipose a father has three sons; according to our law, any of those sons 
can claim partition and get one-foiirth of the Tvhole estate whenever he 
claims partition. But suppose they are a joint family, how are you going 
to charge the duty when the father dies? 

A . — 1 can onlj' answer that question as a laj’man; laTiyers would be 
able to enlighten j'ou on this question. 

Q . — X am not a lawyer myself. In a joint familj- consisting of a father 
and three sons, if the father dies, how will you charge a death duty? 

A. — On the estate as a whole. 

Q. — But if the father is living and one of the sons dies, how will yon 
charge? 

A. — That is a legal point. I am only on general principles. I do not 
Tvnnt to ansTver the question as a layman and commit myself to anything. 

The President. Q. — You have not thought of this question. 


A.~No. 

Q —You would make it compulsory to register all partitions and leiy 
a duty on registration? 


A. — ^Yes. 

Hr Paraninve. Q. — On Tvhat basis have j'ou fixed Es. 3,000 as ibc 
limit for an individual and Rs. 5,000 for a joint family? Ho yon consider 
that these limits tvouIcI be suitable limits of e.xoinption .? 


A. — ^Yes. 

Sir Percy Thompson. Q. — A tax is imposed on the export of jute, rvoiy 
India is the onlv country tvIucIi exportir jute. H yon imvoso an export 
flntv the dutv falls on the foreign country and the foreign consiimoi has 
l"pay the duty. If yon have no monopoly, the export duty has to be jiaul 

by the jn-oducer. 

A. — That is so. . , • .-c i 

n TT -i-niT 'if'cenfc the position that an export dut.v is only justified on 
an article wliicl/ is in the nature of a monopoly of tbo country imposing 

a”— N ot oiilv in the case of monopolies, but also in the c.ase of otlior 
articles in ivbicli it lias an important place iii world production. 
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Q. — Tea is liy no means a monopoly. 

A.— No. 

Q. — In India' you cannot regulate the world price of tea like that of 
jute. The tendency will be for the export duty to fall on the producer of the 
tea. 

A. — ^Yes. The export duty would only amount to a small percentage. 

Q.-Tt may be tliat the tea industry has been in a very flourishing 
condition owing to war conditions. Is it in a flourishing condition at the 
present moment ? 

A. — It is. 

Q. — It is fairly flouri'-bing : it is not as flourishing as it was and tho 
tendency for tho ter. industry will be to go back to normal jirofits. 
'When it comes back to normal profits, do you suggest there would 
be a justification for putting an export duty on it? 

A. — The producer includes the export duty in tho price. 

Q. — If it is governed Iiy world iiricos ho cannot put it on the con- 
sumer. He has to pay it liimself. 'tVhen the tea industry only makes a 
normal profit, is there any justification for singling out lea for an export 
duty ? 

A. — ^You are taking tho ideal position. 

Q- — ^This is one of the taxes you are going to impose in order to make 
up the loss of permanent revenue under excise. 

A. — Then, the question to consider is whether the woidd production is 
enough to meet the world requirements. 

Q- — I am not on that. You are putting a duty on tea to replace a 
permanent tax. If you agree that a duty on tea is only justified when tho 
profits from the industry are abnormal, and if you assume that they can- 
not remain so for ever, how do you justify tho duty? 

A.— Our experience for the last 25 years has been that tho industry 
is flourishing and can afford to pay the duty imposed on it. 

Q. — If you could establish tho fact that tho tea industry is making an 
abnormal profit, I quite agree that it can bear a small export duty. But 
you cannot assume that tho abnormal profits are going to continue 
indefinitely.^ No industry continues to give abnormal profits for over. "Wliat 
you are trying to do is to find a permanent source of revenue to replace a 
permanent loss under excise. 

-A-- — If the producers of the tea come down and make a complaint, wo 
may be aide to find something else to substitute for tho duty on tea. At 
present it is giving a iiermanent tax. 

Q- — Are the profits from tobacco abnormal? You certainly have no 
monopolv in tobacco, but you have a very small proportion of the world’.s 
production. 

A.— We can utilize that tobacco in the country. 

Q. — ^How is that relevant? 

4- — ^I ask what would happen if exports wore slopped on ai'eount of 
world competition. 

Q- — ^Y’^on’t the effect of piitting an export duty on an avfielo bo <o 
raise its price? 

A. — In England the 3 ' are putting a verj’ hcav.v dniy on (obiU'OO, 

Q- — ^Tliat is an import dutj'. 

A- — Your point is that expoi’ts will be stopxied to a oo\o\lv,\ liko 
England. 

Q. — Exports v/ill be stopped to every foreign count ry, 

A. — ^Are the foreign countries going to be without, otir tobacciN? 

Q. — It is a more flea-bite that India, supplies. 

A. — Wo can still find a world demand for it , 

Q. — Suppose the world price of tobacco is lls, n a po\0\\h bbt hb 

export duty on it and make the cost to tho oxnovtoi' K>y d a ib^ 
in tho world is it going to compete against the tobacco winch at 
a lb, that come from tlie rest of the world? 

VI1_8 
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^ A. I mean that wo can still levy an export dutv nnrl finfl ^ cnU r -j- 
wovlT^ exporting tobacco to different ^arts of° the 


'K“5 'iewL?e7 Set the 

tlier^i7j^“”Sg‘’?;‘hndian 

Q.— I am quite clear that the big markets of the world will not take 
your tobacco. 


A.— I appreciate the point that the price charged would depend on the 
world pricfi and may have to be reduced. The question is whether the world 
prices in some places cannot he brought down and whether those places will 
not buy our tobacco even if we have a small duty. 


Q. — Are there other articles, on which we can levy an export duty.? 
A. — ^Yes, there was an export duty on rice some time ago. 

Q. — I think the duty is still levied. Take the case of hides and skins- 
I imagine that the export duty in this case is levied for a different reason! 
You may have to foster the leather manufacturing industry, but in the case 
of tobacco I can see no such reason. 


Y^ou suggest a duty on oil-seeds. I do not know whether from the fiscal 
point of view, it would be a good thing to levy it. 

A. — ^Yes, we can keep the oil-seeds and the manure in the country for 
agricultural purposes. 

Q. — ^You are doing it for reasons which are not connected with taxa- 
tion, but for social reasons.? 

A. — My own view is that even if we levy an export duty, some parts 
of the world are sure to buy from us. 

Q. — These duties are a very ticklish question. Take the cotton excise 
duty; the duty is only per cent, why is there an outcry against it.? 

A. — AVith regard to that, the competition to-day is mostly from Japan 
and not from any other place. Japan gets our cotton and sends its 
mainifactured goods to this country. 

Q. — The allegation — I do not know how far it is true — is that this 3i- 
per cent excise duty on cotton is enabling Japan to compete with the 
Indian mills. 

A. — ^Jaiian’s competition is not only to the extent of that difference in 
the cotton excise dut 3 % but it is still more in certain classes of goods. Japan 
is successfully competing to-day, not only with the Indian mills, but also 
with Lancashire. They manufactured a stuff recently, for which Lancashire 
spinners are trying^ to find out a substitute. They have met and decided to 
manufacture a cloth to compete with the Japanese cloth. • 

Q. — saw that in the papers and there has been a howl of indignation 
at it. 

A. — 1 may tell you that to-day the importation _ of Lancashire grey 
goods has mainly gone down ; that is due to competition from J apan. 

Q. — It is due very largely to Japanese and Indian competition. 

A. — To some extent Indian, but it is mostly Japanese. Japanese are 
selling more in this country. 

Q.— I merely suggest that there is no use saying that the duty levied is 

small. , . T 1 

^It is a point to consider whether similar taxes are imposed on such 

industries in other countries. 

Q_ I do not know whether fliere is an export duty on tobacco any- 

where. 
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22nd April 1925. 

MADRAS. 

Prcscn t: 

V 

Sir CnAULES TodiiuxteRj k.o.s.i., i.c.s., Prcsuleni. 

Sir Bijay Chand MahtaUj g.c.i.e.j k.c.s.i., i.o.h., Maharajaclhiraja 
Bahadur of Burdivaii. 

Sir Prater TiiosrrsoN, k.u.e., c.b. 

Dr. R. P. Paiianji'YE, 

Dr. L. K. Hyueii, m.l.a. 


Mr. T, V. SDSHAGIRI ATYAR (Ex-Jndg'e), Madras, was examined. 


Written memorandum of Mr. Seshagiri Ayyar. 

Q. 1. — The statistics arailablo at pi'cscnt for the purpose of aii estiina- 
tion of the ivealth of the couiitiy are neither adequate nor reliable. To 
azTive at a correct estimate of the yield of laud, I find different methods have 
been emploj'cd in different provinces. There should be a uniform _ method. 
That alone would enable us to institute comiiarisons regarding the incidence 
of taxation. In my opinion, the ci-op-cutting experiment of Madras is less 
objectionable than the others. Previouslj', the revenue officers carried these 
experiments in each village during the time of crop inspection and checked 
the estimates given in the village accountant’s records. Now, that has been 
abandoned. This practice ought to be resuscitated. Other provinces would 
fiiid the system^ less liable to abuse. The estimates now supplied by the 
Director of Agriculture are mostly based on the outturn of crop in agricul- 
tural farms where scientific methods of cultivation are generally practised. 
The village accountant’s figures certainly need verj" careful scrutinj’' as the 
estimate in annas is often a result of guess work. 

I cannot say anything about other statistics given in the annexure. 
But I may venture to express the opinion that they seem more reliable than 
agricultural statistics, as they are not based on averages and guesses. 

Q. 2. — I shall deal mainly with the Madras figures, although I may later 
on endeavour to state briefly the corresponding figures in some of the other 
provinces. From the latest census report it will be seen that out of 100 
persons, the number engaged in agricultural and non-agricultural occupa- 
tions is 70 and 30 respectively. Dr. Slater in estimating non-agricultural 
income of this Presidency rightly refused to adoxit the percentage arrived at 
by previous enquiries, viz., 50 per cent. The average adopted for the whole 
of India cannot be applied to this Presidency. Adopting the estimates of 
Dr. Slater, i.e., non-agricultural income at 43 per cent and the number 
engaged in non-agricultural occupations as 43 per cent, the income per capita 
will naturally vary. But we must take into account another fact. There 
are many who are dependent on agriculture as well as on other occupations. 
There is the tendency also, as remarked in the census report, for every one 
to claim connection with the soil, though they may not be actually engaged 
in agriculture. We must make allowance for this. Moreover, the figures 
given by Dr. Slater relate to a y^ear when the prices owing to war and other 
circumstances were very high. To arrive at a correct estimate of agri- 
cultural income, the figures for a number of normal years, say five or ten, 
must be taken and the average should be arrived at. That will give _ us 
approximate income. Further, it is oxien to argument, whether in arriving 
at non-agricultural income, the standard applied by Dr. Slater is correct. 
The best method, if correct estimates are available, is that suggested by 
Professor Shah and Mr. Khambata. 

Q. 3. — I agree there are no corresponding figures in India. I do not 
admit that the bases of calculation have been exhausted in these countries. 
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SSfirarsK-entuili^^ 

r it took, wluit permanent value it lia^. 

1 am tlierefoie unable to exjjress an oj^inion. 

Q. 6. I favour' legislation of an all-Tndia cliaracter. 

Q. I . ^These estimates rvill enable the Government and the nublie to Icjimv- 

economic condition of the people has improved, 
y ule tJiey may be useful to determine the incidence of taxation, thov would 
iieip J.ocaJ Governments to compare notes, to formulate schemes for expansion 
or revenue and for taking in hand works which would secure industrial or 
other jirogress in tlie province. 


. . These arc not sufficient to form the basis of an estimate of the 

incidence of taxation on di/Fereiit classes. Intensive economic enquirv in 
mich province and in each district and taluk centres must be conducted, 
the great disparity' in the rate of assessment in the districts is duo to this 
failure. 


Q* 9. I would divide the iiopulation with reference to taxes into two 
classes : — 


(1) Agricultural. 


(2) Noil-agricultural. 

One mode of arriving at primary incidence only is to divide the aggregate 
amount of taxes by the number of people paying them. Hut this is not 
possible so long as indirect taxes jiaid by consumers exist, fn the circum- 
stances of the case the amount of the taxes should be divided by the whole 
population; such taxation may not present any difficnlty. J am strongly of 
opinion this would bo merely palliative. To got at the wealth of a coniitry, 
the taxable capacitj- and tiic equalisation of incidence, a careful economic 
enquiry sliould be made. That must precede everything eNo. 'What wo 
want to know is. whether the methods adopted have touched those that can 
bear, have avoided those that cannot, and whether individnal.s and the 
country stand to progress by the methods ado))ted. 

Q. 10. — Tiic figures from the budget show that the income fiom the 
sources mentioned is not incon.'-ideralile. J must .say that the ti co-tax in 
Hladras is capriciously levied and that fines arc too heavy. 


Q. 11. — Railway cess, road cess, survey stono tax, etc. 

Q. 12. — The tax on fuel removed from the forests nmy be lieatcd as tax. 

Q. 13. — The main object of a Government monopoly lias been and .should 
bo to jiionecr and to educate. As in schools. ot<‘., Government businc's 
should serve as models and no more. In my opinion, a bare ictnrn on tho 
capital invo'-ted is sufficient, unless there an* undertahing'. whiih do not 
jiroiuote general public wealth but promote the interC''fs of a paiticul.ir 
section. 


(he 


paj. 


Q. 11.— It is indirect taxation. For example, (he .suiplus fiom uiilaa.vs 
goes to the exchequer, and with (he nationalisation of railwa.is. it is diflii all 
to regard tho fares as not being fiart of revenue. 'IlifO ob-ervatimis cjqdy 
pan 'Jutsii to the oilier instanecs mentioned. 

0 —Speak in o lor .Aladras. 1 think this l.iml of tax esiccd, 
aiitieipatcd income from tho oiitl.i.v. J hope to give fig.iiie^ latei on. 

Q 16.— If there .should lie further taxation. I uould jircfer a lump 
menl' to periodical visitations, 

0 17— T can sav a great de.d on ijiis subjetl. One r,f the pjinu.ry 
eomliVions between landlord ami tenant is that the hmdh.id ‘houUt \uisy 
spent further Minis on the inigation s.mrie.. I ibud. the teii.-iut hc.s is 

nistcr ihnn the icvemie law. _ 

- -- ■ ;jn. J.o {,\(d ptltuipi t! .Utrh 

Rermnnea! s<itl,!i.:)t .in * nae ple- 
liioii, fbnmai.unt i-i m« f>'e- 

;i'V. of rie.bl and dtltit .»! fU p' ’ 0 !“ 

la'll ^iiti''i\ oi lie tp ! I M • ■! 

lit I d’Hlh' 1 • 1 '. 


(K 21 and 22.— In India theic 
(ho 'ourtes of taxation aie varosl. 
lu-we excluded large c.tc-is ft»>m ii 
tvtiod lines, viiluiut sal.nig a b.ige 
vbo d.'iiec ciiiml l-eiu-'it item tb*’ , 
fastiiom (1 eiion-h to preb r pa.M,.< nt tb‘' y’'' -p , 

much vhether diic't taxation ..m 
•nebie the exchequer to get (rma tbc .a t. 


{ 
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tlic inotcclion und i)iivili'jxo ho enjoys for carrying on his vocation. 'I’lils 
is niy ideal. In practice, J am inclined to apireo with tlio view of Ba.stahlo. 

Q. ‘J.'h — 1 do not a);ree with the statement in regard to drink. H does 
noi take into acconnt tlio condition of the family, hnt oidy of the individnal. 
H imposes an economic waste in tlie lunj: rnn, hy premalnrely disal)]infz: 
the worker, hy imimverishinji liis family and so on. 'I’liis is especially the 
ease with*thosc who drink country litiuor and arrack. 

Q. 21. — T am in favonr of the former, hnt not the latter as railway 
travellin)^ has almost hec'ome a necessiJy. 

Q. 2o. — I do not think it is possible to draw now any sucli lino of 
doinarcntion. The evil is spreadinr: rapidly amonjist classes who hy religion 
or custom are prohihited Irom taking into.vicants. If 1 understand Iho 
implication aright, the suggestion is (o penalise the community in somo 
other way for thcM* virtues. I hope 1 am wrong. 

Q. 2G. — My answer is given to (>-. 21 ami 22. 

(J. 27. — Inahility to jiay must he tht* tC't lor c\ein])lion. lu the case 
of many indirect la.\c>s such as s:dt duly, etc., every mendier of the com- 
nninity i.s nuule to pay sonic tax or other. While this jninciple may ho 
just, I would exclude all income- fioin whatever source (agriculture not 
excluded) which leave no margin tor elft'clive saving. 

Q. 2S. — it is in the main a convenient method of rei)resent:ition. 

Q. 29. — Direct taxation olFers no diirunlties for cjdcnlation. i. as at 
present advised, would not make indiiect t.ax.-itiou the basis of representa- 
tion. 'When we reach the stage ot manhood or womanhood suffrage, these 
diflicullies would disaiijiear. 

Q. yO. — However convenient it may he for purposes of collection, it 
iinposc.s many disabilities and is oppo-ed to Indian sentiment. 

The same can he said of the cai)itation tax. Poll lax would rai.se a storm 
in the country and would make the (lovcrnment immensely un])npular. 

Q. yi. — None of these arc suited to Indian conditions. 

Q. y2. — They arc more ohjectionahlc than the taxes mentioned in the 
quo.stion. 

Q. yy. — I am ill favour of the iirc'sent rates. It i.s just possible to levy 
a higli rate on tlic jirofits made out of the manufacture of Inxuric.s. It is 
a sy.stem attended with danger. The taxable income should bo raised to 
Its. 5,000 at least. 

Q. y-l. — While retaining the prc.scnt graduated scale, 1 would like 
exeiniitions of the kind given in England to bo incoiqioratcd. 

Q. y.j. — I would advocate ditferentiation. Wheio an enterprise is calcu- 
lated to advance national wealth, I would tax it very lightly as comiiarcd with 
business which is based solely on iirofit cai’iiing calculations. 

Q. yO. — ^^’'ery difficult. 

Q. y?. — I favour the continuance of super-tax on companies. 

Q. 33 . — I am for the continuance of the present system. The agricul- 
turist of Madras is the most heavily taxed of his compeors. I see no warrant 
for submitting absentee landlords to high taxation, lie suffers in income 
by his absence. That is iienalty enough. I see no justification for the 
mortgage-owner being put on a different scale. 

Q. 39. — I totally disagree. The.sc gciitlomcn know nothing of the xrlight 
of the Madras agriculturist. 

Q. 40. — ^^Vhile it is true there is no exemption in the case of the x^ayer 
of land revenue, I am not in favour of reducing the limit of exemption in 
the case of income-tax. The income-tax assessoes generallj’^ live in urban 
areas Avhere cost of living is high and, as in rural areas, all the members of 
the family do not earir and contribute to the expenses of the family. I 
have already indicated that tax on land should be abolished in the case of all 
agriculturists who get from their lands no more than what is necessarj" for 
consumption. 

Q. 41. — I do not think there is any ground for such a reproach. The 
methods now adopted have removed to some extent the complaints against 
the Income-tax Department. 

Q. 42.— 'Varying general forms may he prescribed for different sources 
of income. That would facilitate collection and tend to business-like habit. 
Too rigid a compliance at the outset may lead to abuse. 
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Q. 43. I liavo no oijinion. 

Q. 44.~I.ssuo of iiicoiue-tax-fr 
as 1 am aivare. 


ec securities has not led to mischief, so far 


Q. 45. — I have no opinion. 

Q. 47.— I i)refer tho English method n-hich is more equitable and just. 

ai>ticipate in the near future; in ail probabiiitv a eeueral 
proposition ivill bo pressed for decision. piooaoimj, a geueial 

.Q; 62.— By retrenclnnent of expenditure, which in my opinion is quite 
possible, and by imposing taxes on those on -whom at present they are com- 
paratively light. j 

high ^ upjiroi c of this. I’hc limit of oxeiiiption should be somewhat 


(b) The Bombay schcino is more reasonable. 

Q. 63.— Tho statements quoted niaj' hold good in the case of other 
countries. Of course, tho declared excise policy of the Goveriimeiit is in 
accordance with all the statements except the last one. Indian experience 
is that increase in excise tax is not followed by reduced consumption. It 
onlj’ impoverishes the drinker and those dependent on him the more. 


Q. 64.^ — I have never known hladras to be beliindhand aiij’' province in 
the imposition and collection of revenue. It is our virtue and our mis- 
fortune. 

Q. 65. — All rates of duty below Rs. 25 are, in my opinion, low. It is 
possible not only to reduce variet 3 ’ but also imiiose a uniform standard of 
dutj'. 

Q. 66._ — I do not believe increases in duty have generally resulted in 
increases in illicit production. Even if that has happened, it is not very 
considerable. The number of cases of illicit production detected may bo 
due to the greater vigilance exercised by the Excise Department. 


Q. 67. — Just as foreign possessions like Pondicherry and Ivarikal do it, 
there should be no difficulty in adjusting the relations between provinces. 

Q, 68. — I would. 

Q. 69. — I have no opinion. 

Q. 70 . — 1 have no idea. 

Q. 71. — For the reasons alrcadj' stated a uniform rate can be imposed 
on ganja, hhang, charas, etc. 

Q. 72.— Yes. 

Q. 73. — From the point of view of taxation, the retail vend is satis- 
factory. 

Q. 74. — ^There is the danger of inonoiioly as stated in the question. The 
bidders at auction can combine and bring down the sales. Taking this fact 
into consideration, perhaps fixed fee s^'stem with _ a jirogressive rate or 
increase in fees maj"' be preferred. This will also incidentally avoid the evils 
of the auction system. 

Q. 87. — I am in favour of taxes on advertisements, betting, entertain- 
ments and luxuries. 

Q. 88. — I agree these transactions facilitate collection, I have no special 
observations at present on them. 

n 89 I am strongly of opinion that justice should not he sold. Taxes 

on judicial proceedings either in the form of stamps or court-fees should he 
limited to pay the cost of courts and no more. 

Q. go. — I do not agree with Hobson. 

Q. 91 . — X have no views on the subject. 

0 * 92— Perhaps water-rates come under this category and court-fees, 
etc., when they exceed the limit I mentioned above. 

Q 93 _i believe it is legitimate to charge a higher smn as registration 
fees. It does not stand on the same footing as court-tees. 

Q. 94. — Stamp duties on transactions. 
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Q. 95. — T mil in favour of extension of cnlerlninnicnts duty. 

Q. 96. — It is not easy to defino tlio terms. In rent, tliero is tlio element 
of profit, of sharing and of contract. In tax, the clement is payment for 
security enjoyed. Tliero is no question of tax-gatherer .sharing tlio profit. 
I think the land tax is a tax iniro and simple. Historically and ethically, 
that is the correct position. I think the East India Comiiany recognised this 
principle. 

Q. 97. — To a groat extent. 

Q. 98. — I concur generally ivith all the observations. 

Q. 99. — Temporary settlements lend to differentiation botiveon district 
and district and arc capricious and unsound. I can write pages about this. 
This can bo abandoned. I indicated this already. 

Q. 100. — ^lls. 2.000 a year is the subsistence level. I believe it is possible 
for a taxing oflicer to ascertain the agriculturist’s income. 

It may be that such an exemption would lead to further fractionisation 
of holdings. But that cannot he heljied. 

Q. 101. — I approve of tax on fractionisation. A law may be enacted, 
by which fractionisation beyond economic holding .should bo prevented. 
Compelling the sharer to sell away his .share can be enacted into law. 

Q. 102. — The principle enunciated .should not be applicable to waste land 
brought under an irrigation scheme. The principle has no application. 

Q. 103. — This field of taxation should he made over to local authorities, 
who must be instructed to apply a uniform rate applicable to all districts 
alike. 

Q. 10-1. — Q. 3 would give a fairly accurate idea. If my idea of entrusting 
to the provinces the work is accepted, this i^rocoss need not bo considered 
elaborately. 

Q. 119. — I am not in favour of any now ta.vos at present. The agri- 
culturist is groaning under heavy taxes. The cai)italist must have enough 
to fall back upon to make the indu.stry stable and to start new industries. 
Retrenchment must bo resorted to. Our administration is too costly for tis. 

Q. 120. — It is a capital idea to tax marriage dowries, luxuries, .such as 
race horses, motor cars and costly imported articles — no more. 

Q. 137. — ^The question deserves examination. There are difficulties in 
the way. 

Q. 138. — ^Nothing but the amount left by the deceased should bo taken 
into account. 

Q. 139. — The propositions appear to be unexceptionable. 

Q. 140. — I agree with the scale of duty in the United Kingdom except 
its latest stages, beginning Avith .50,000 and upwards. I do not think anj’- 
thing more than 10 per cent should be taken by the State. 

Q. 141. — think the suggestion contained in (a) is the only possible 
method. Even then, the question is AA'liether it is property that is being 
inherited. 

r 

Q. 142. — I accept the in-oposition. 

Q. 143.— Sir James Stephen’s diagnosis is accurate. 

Q. 144. — Taxing of movable property other than shares may lead to 
inquisitional proceedings. Balance in the bank and debts outstanding may 
be easily traced but not cash in hand, articles of value, jewels, etc. 

Q. 145. — The Central Board of Revenue through the Income-tax Depart- 
ment. 

Q. 146. — ^Rs. 5,000 is the appropriate exemption limit. 

Q. 147. — ^I'am in favour of a combination (3) and (4). 

Q. 148. — ^Wliile this may sometimes happen, the customs has proved to 
be a source of elastic revenue. 

Q. 149. — ^The present system requires revision considerably. 

Q. 150. — ^It is possible. 

Q. 151, — ^Land revenue should be solely provincial. 
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Q. lo2 . — T accept the reasoning. 

Q. 153. — The export duties iinposecl may be .so framed 
sumcient scope for the province to impose a .snrchar<^o vhirli 
the provincial revenue. 


as to 
V.'OIllcl 


al ion- 
go to 


I woiild advocate the tramsfer of llio excise including foreign 
liquor and opium to the provincc.s. 

Q. 155.— Tobacco also may be treated a.s a provincial .subject for tnirnoM'. 
of taxation. ' ‘ 


Q. 15G. — I incline to the vieir that income-tax primarily belongs to the 
Central Government; large incomc.s are made from exports atid imports. The 
machinery i.s that of the Government of India. The protection is from that 
quarter. If there .should be a division, certainly the Central Government 
cannot have le.ss than onc-half. 

Q. 157. — The above considerations do not apply to .stamp duties. These 
dutic.s mmst form part of the provincial rcvemics* Xo distinction need be 
made botveen judicial and non-judicial .stamps. 

Q. 1.58. — I cannot think of any at )»re-'Cnt, 

Q. 160. — I agree. 

Q. IGl. — Xo limit need bo imposed as the Jlistricf Hoard', are *.ubje''t 
now to the control of the electorate. 

Q. 162. — T do not think the principle sound. Kacli must coiitribiile to 
the other. 


Mr. Seshagiri Ayyar ffavc oral evidence as follows 
T/ir Prrshlriit. Q. — You arc an ex-.Tudge of the Madr.as High Court? 

A. — Yes. 

Q. — You were also memiior of the Fiscal f’omnu’ssion? 

A.— Yes. 

Hr. Iliiih'r. Q.— Tn your answer to Q. 1. .von .say that th>‘ rrop.rutt iiig 
experiment lias licen abnndoiK'd in Madras. 

A.— Yes, 

Q.__You aFo .say that the croji-cutting cxjn rimciil of Madi.v i. le ■< 
object ionahle than the others. 

I .s-iy that the rrop-entting expi-nim'iit i- !i ■< obj.-t thm-dde th.-as tl.i- 

other exjtcrii’nenls tried. 1 know nothing ale. at tin- c r..p-> mtine. ^ uf 

ehewhere, 

Q.__Y'hy Ims ii lean given up in Mroli." ? 

A— -ner'an.e tii»v iiave to go from -.illare to x iU.e.'o in. m.-d ieg the ei- 
pcrimenl. nod tint'. «nn-id< ied to b.- evjH ii i^e. 

(,._.You bate g.,t .be hur.n ^ umb-r the .O', of 

omeei. ‘Il.e ieVenue ofle < . V-dl l..ne to go to . i. .lb -■ O* • • 

ra-e and bou cm tb- e«.}n'Mtn.':il ! - . ' j 

A.-.M!efo,e x.u l.m'e aU t'MO-t MU-ot . 

vin..ge, nnd.abnUtingtb. ;; ^ 

•a.-i pelb:.}- tl.e te-. ’-fV l* '• j’ ' 

.tM. if"- 

Q.- Von - g. tba^ ..;e . ..t . . ,.i t, -d ” 

b-.ta are e ten .b .-.I', 

tf.o gentleti" n. 

A--\< t" ‘ - O . w . - 

, it not 'tribe yej tk.g C" 1 

n.er.t re -ird.i!.;- t? ‘ >'e *' ;• ; ■ . 

.bet rn r.d.l'M'g ; 

tJ... j,!o on .O s t' . t" ' ‘ ^ . 

I . ‘ - it Ital !■ ! ’ e e - 
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nnd ilie Goyornmont should he coinjiollcd lo ki'vo iiifonnaLi'oii I'eRfii'dinp; wn(?CK 
paid to their servants. To tlial extent, I tlnnk, von ai'o I’itdit in snyine: Ihnl. 
it is not quite full. 

Q*— There are tvo coneei)ts. 'The Tir.st is the national ineonie, and tlio 
second is national wealth; and iny iinjjression is that in ('stiniatirif' the 
national wealth, the.v have left out serviee.s altof'othor. 

A. — Yes. 

Q- the other thinp; is that they ropjard the natioind ineonio of the 

country as so many hn.shols of rice and wlieat in the form of conHiimahJo 
agricultural products. The services rendered dui’ing the course, of the year 
and such other things do not enter into tlie natioind income. And J therefore 
ask you whether you think that the estimate of Hhah and Khamhata in 
correct. 

A. — I think my .'-tatement is that it is hetlei- than other e~.tiniat%’. / 
do not .say that it is completely right, 

Q- — do not quite understand what you mean hy youi' answer to Q, 3. 
You say: “I agi-ee there are no eorresjionding figures in India, I do not 
admit that tlie ha.ces of cnlcitlntion linvo l/eoii e.vhausted in those eountr/e.s”, 
I do not quite understand yonr .‘-econd .senlenee. What is it that i.s in your 
mind? 

A. — ^If you turn to the appendix of the questionnaire, you find that 
information is given a.s regard.s this: and my impression i.s that eveiy avail- 
able source of information lias not fieen exhausted, and therefore, I would not 
regard the enquiry made under thd-e condition- a- <-ufficient for Indian 
purposes. 


Q. — ^Proceeding to Q. o. I may inform you that it took -.even year-; for 
the results of the Engll=h Census of_ Production to he puhlished. Do von 
think any effort in this direction costing so much money and -o much labour 
would he worth the results ? 

A- — certainly think so. Even if it takes ten years. I do not think 
that you should grudge it. You must hare a cemplere economic- enquiry. 
Ouce you make the euquiry. you lay the foundation for all future enqutrier- 
zo be done in. less time : and I think it would amply repay the expenses titat 
would be incurred. 


Q. — What is your idea of an economic enquiry? Would you enter into 
the ec-onomic c-frctimstances of S20 millions of people? Is it your idea? 

A . — I do cot know whether you imply that. I .-agge^t that each indivi- 
dual should be examined- ify idea was thi=. Take, for exampde, .some typ/ica? 
villages in. a taluk and some typical towns end also unions and .so on. If 
yen make enquiries in those vilLuges. towns and unions, you will be able to 
get a fairly a-ocurate idea or the conditions of the whole district and of the 
whole Presidency . 

Q- — Don't you think that it will lead to stn^picion and trouble in the 


i p y- rhrrk so. I think we are in better times than your question 

seera.‘= to suggest. 

0 Tr TO O- 12 - vou say- ‘"The tan cn fuel remow ed from the 

forest-, may'be tr^-ted as a tan.'" j'do not ^quite muderstand why you treat 
rt a.s a tax, I put thrs to you, roi^ are i.ne c 

-i. * 

P- 

A— drew- take a pobho „P'L 5 ^. 

“■-ir.x i.tto the fo.'e.t, I?''-' 
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procluco above Iho’Luf rovSui^P I'eJnoraJ of the forest 

A.— No. 

Q.— Then Iioav do you say it is a tax on fiiol? 

A. was sjjeaking of the Goveniuioiit forest. 

Q-—Tho ohiect is to compare Govenimont forests with private forests, 
ll Govonnnent charges the same amount as would be charged hy a private 
ouiier of the forestj tlieii how does it become a tax? 

f is concerned, when 'they issue a permit 

and chaige the fee, it goes into the Government exchequer, and there is no 
other tax. IJierefm-e, 1 regard any license given for cutting as part of the 
revenue which the Government derives frpm that forest. I, therefore, do not 
see wh.y the license fee charged for cutting wood should be regarded as not 
coming within the category of tax which the Govei’iiment levies. 

T/ic President. Q . — But a private ovmer of trees will not be taxing 
people when he charges a certain fee for the extraction of timber. 

A. — But the private owner pays tax upon his holding. 

Sir Percy Thomiison. Q.— Would you regard all that the Government gets 
as taxation — any money that the Government gets? 

A. — Not the whole of it. But generally it would be a tax. 

Q. — Suppose j’ou have a Government that undertakes electric lighting 
and charges for it. Would you regard it as a tax? 

A.— No. 


Q. — Then how do you regard the charge for the timber as a tax? 

A. — Because it is for trees grown on land on which laud revenue is 
taken. 

Dr. Paraiijx>ye. Q. — There are certain lands which are purely private 
property and other lands ivhich are purely Government property. 

A. — How do 3’ou distinguish between a forest and ryotwari land? As 
regards the right of the Government to the land, if you say that the land 
belongs to the Government, does it not necessarily follow? 

The President. Q. — If- it has been notified as a reserved forest under tlie 
Forest Act, there will be no question of any in-ivate ownership. It is either 
Government propertj', or else all rights have been acquired by Government. 

absolutely none. Therefore, so far as the income from the 
reserved portion of the forest is concerned, it being Government property 
and there being a certain amount charged, I think it would be right that 
that fee should be regarded as part of the tax paid by the people who go to 
the forest. 

Dr. Paranjpye. Q. — How is it a tax? It is money paid for goods given 
in return. 

^ I bave not yet been — if I may say so — able to distinguish between 

various kinds of property owned by Government. I can understand their 
being owners of certain industries for the purpose of pioneering and so on. 
But in regard to land and foregts, I do not see that there is any distinction 
between one class of ownership and another class. 

Q Suppose in Madras there are Government bungalows and Govern- 

ment lets them out to you and a rent is charged. Would you regard it as 


a tax? 

A.— No. . 

Q_Then what is the difference between that and this? 

^ think there is a good deal of difference. 

Sir Percy Thompson. Q.-^Suppose you have a forest in private o™- 
. J phnrp-ed for cutting wood. Supposing in course of time the 

nasLs to the Government and it proceeds to charge exactly the same 

fee at the private owner charged. Would that be a tax . 

A _T think it would be regarded as a tax. But I see your point, namely 
that ib^Luld be regarded more as income rather than a tax. Probably, to 
that extent I am liable to correction. 


go 7-5'! 
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The Presideni. Q. — ^AVitli I’egarcl to Q. 3, do you tliiiik that 70 por cent of 
the people are conuccted ■with agriculture? 

A. — Even persons who hold mortgages call themselves owners of property. 
There is a great sentiment in this country with regard to the owning of land. 
T know of one particular instance and you IMr. President must have known 
it too. In the district of Trichinopolj' in Nirur, for about 10 or 12 years, 
about 40 acres of land have been Avashed away by floods and peojAle pay 
taxes in the hope that they can reclaim the land. The attachment is so 
great that they pay the tax even when they do not get any income. 

Q. — The claim that 70 or SO per cent of the population are dependent on 
land is rather an exaggerated estimate. 

A. — I do not say they arc dependent on land, 70 or 80 per cent 
are agriculturists. AVhen you say ‘dependent on land’, it may not be quite 
correct. You can say they arc connected Avith land. 

Q. — In regard to Q. S you soy, “The great disparity in the rate of 
assessment in the districts is due to this failure.” What exactly do you 
moan by ‘this failure’ ? 

A. — ^Failure to iiAakc an intensive economic enquiry. Take, for instance, 
the Coimbatore and Trichinopoly districts. I liaA'e been just lookiiAg into the 
assessments there. The highest assessment in Coimbatore is Rs. 11-8-0, and 
in Coimbatore an acre sells, at 11s. 5,000, Avhoreas in Trichinopoly it sells 
'at Rs. 1,500. On land Avhich giA'cs one-third of the income thej'^ pay 
Rs. 14-4-0 in one district, Avhercas on the other they pay Rs. 11-8-0. 

Q. — That is due to the fact that one settlement Avas made at a certain 
commutation rate and the other settlement at a different commutation rate. 

A. — ^Yes. But if you once have an enqAiiry and come to certain conclu- 
sions as a result of that enquiry, then the fact that j’ou are going to base 
the assessment upon the market prices for 20 years Avill not give a marked 
difference between one district and another. You liaA’^e not made such an 
enquiry, and because you depend upon the settlement, this disparity exists. 

Q.-r-Y’'ou think that one of the results of the economic enquiry would be 
radically to alter our system of laud reA'euue? 

A. — ^Yes, certainly; and it ought to. 

l?r. Hyder. Q. — In ausAver to Q. 13, you say: ‘‘In my opinion, a bare 
return on the capital iiiA^ested is sufficient, unless there are undertakings 
AAdiich do not promote general public AA’ealth, but promote the interests of a 
particular section”. GoA^eiaiment undertakings ai’e post offices, railAva3's, 
irrigation Avorks, etc. Maj' I ask j"ou ijarticularlj' in regard to irrigation, 
Avhether it serves the interests of a particular section or all sections of the 
lACople ? 

A. — ^An irrigation project in a particular district Avould onlj' serve that 
district. 

Q. — That is a commercial or semi-commercial undertaking; and you say 
that Avith regard to commercial undertakings, onlj^ a bare return should be 
realised, unless thej’’ are undertakings which do not promote general public 
Avealth, but promote the interests of a particular section. Now, may I ask 
yoAA AAdiether your irrigation promotes general public wealth or the welfare of ,a 
particAtlar district or of a section of the people? 

A. — It does not promote general pAiblic welfare. 

Q- — So you Avould charge for your irrigation AVorks more than the bare 
eturn ? 

A. — Only the interest chargeable upon the capital for constructing the 
particular work. 

The President. Q. — ^^Vith regard to Q. 14, you say that the “surplus 
from railwaj's goes to the exchequer and with the nationalisation of railways, 
it is difficult to regard the fares as not being part of revenue”. Now, we 
are instructed to readjust the taxes vdthin the present limit of taxation. It 
is not part of our business to propose anj'thing in the shape of noAv taxes. 

A. — I am glad to hear that. 

Q. — ^YTiat Ave set ourseh'es to do is to find out the sum total of taxation 
Avithiu AA'liich avc can make this adjustment, and if you take all sorts of 
GoveriUAAent reveuAAe as taxation, j^ou give a large scope to our task. 
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A. — I think it has been pointed out as regards properties owned by 
Government that the income derived from them should not be treated as 
taxation. I am liable to he corrected to that extent. 

Dr. Eydcr. Q. — ^With regard to your answer to Q. 15, I do not quite 
understand what exactly is in your mind when you saj"^, “Speaking for 
^Madras, I think this kind of tax exceeds the anticipated income from the 
outlay”. "Will you please explain? 

A. — I have got some figures with me taken from the Administration 
Reports for the year 1923-24. I have taken three systems. For the Godavari 
delta, the estimate for the cost of construction, direct and indirect, is 
Rs. 1,71,91,244; total capital outlay, direct and indirect, Rs. 1,63,23,020; 
accumulated surplus revenue since it was started Rs. 9,89,42,663; gross 
receipts, direct and indirect. Rs. 42,57,145; working expenses, direct and 
indirect, Rs. 9,14,391; percentage on capital outlay, 20.48. I also give 
similar figures in this statement, which J will hand over to the Committee, 
as regards the Kistna and Cauvery deltas. As regards the Kistna delta, the 
percentage on capital outlay is 19.25 and as regards the Cauvery, it is 23.48. 

The President. Q. — Now may I put this to you? We take it that nature 
has been very good to the Godavari district; works have been comparatively 
cheap to construc-t and even at the five rupee water-rate, there is a svrrplus 
revenue. Now come to the Nellore district; we find that in order to pay 
the interest on the capital outlay, you have to pay a water-rate of, say, 
Rs. 10. Then come to Cuddapah; you have a number of schemes locked up 
in the Secretariat which cannot he put ijito effect, because you have to init 
up the water-rate to Rs. 15. Therefore, the result is that on your principles, 
you came to the redncfio ad alsiirdvm that the more unfavourably situated 
the land, the more one has got to pay for the water-rate. 

A.— -Your suggestion reduces itself to this— that the people of Kistna and 
Godavari districts ought to be taxed in order to provide water for the peoide 
of Bellary and other districts. Is that right? 

Q.— In cases where you have not spent anything and nature provides 
the water, would you charge dry rate? 

A. — That applies to the whole province. I do not understand your idea 
of taxing mo in order that somebody else might be benefited. 

Q. — ^^Vhat I suggest to you is that you should pay a share of the increased 
return. 

A. — If you had borrowed from the Government of India you would have 
to pay 0 per cent intere.st. You may take from us 12 per cent. But Avhj- 
do you make it 36 per cent? 

Q. — I suggest that the cultivator has^ no concern with the cost of the 
work. 

A. — Have a sinking lund after the interests have been provided for. As 
soon as the capital has been recovered, make that available for jjlaces where 
you cannot get as much income as you would from these operations. In.stead 
of that, to go on taxing me in order to benefit somebody else is not right. 

J)r. raranjpiic. Q.— It "is not taxing you, but not letting you get as 
much benefit as you might have got. 

A. — I do not sec that. 

Q.--Supposo you had a profit of Rs. 100 before the works were started 
and owing to irrigation the income rose to Rs. 300; really speaking you aro 
making Rs. 200 lor no effort of yours. 

xV. — If I pay for a particular thing . 

Q. — You have got Rs. 200 for no effort of yours. It is a windfall. You 
have .'.pent no money. Really speaking. Government is entitled to the whole 
ol that Rs. 200. Of course, the result of that would be that the ryot would 
not take water. Government will probably take Rs. loO on that ‘land and 
you will get Rs. .30. You might still consider it worth while to get the 
additional Rs. .30. although Government take.s R.s. 150. 

A. — 1 will put the eonver.se case. Supposing the Government iiad allowed 
the people to dig their own channels for the purpo.se of improving their 
own liind. Suiiposing I had siient 10 crorcs for the whole of the district of 
rrichiiiopoly. can the Government j-ighfly .s.'iy “You have sjient 10 crorcs. 
"Son .-hould (.'ik(' only about 10 per cent. You are actuallv making 50 per 
cent, .“so give le- the rent.” 



Q. — That '^voulcI he an iinprovenient made hy you. 

A. — ^^Vhen the Govoniiuont spends money in a particular district, it does 
so expecting a particular return. 

Q. — That is merely an administrative consideration. 

A. — It is a consideration -which they publish to the world. ]t is not an 
administrath’-e consideration. Whenever they go to the Government of 
India they say we cannot venture upon this project, because it would not 
give us 6 per cent. Does it stand to reason that you .should go on increasing 
your income.? 

Q. — From the jjoint of view of the interests of the Presidency, you should 
not have all the benefits. 

A. — Have a sinking fund. After providing for interest, if there is an 
excess, take it for unproductive works. 

Q . — We are not considering the iiroblems of expenditure. Presumably, 
if Government gets more resources, not being unjust, it will spend it in 
the best way possiljle. We arc not going to consider that question at 
present. 

A. — I should not be taxed for the benefit of somebody else. 

Q. — You arc not taxed. 

A. — I have to pay more. 

. The President. Q. — Do you accept the principle that taxation should fall 
first on unearned income? 

A. — Until Lloyd George thought of it 20 years ago I do not think unearned 
•income was thought about seriously. Since then, it has been regarded as 
part of their own property by the Government. I don’t think Government 
has a right in eyery case to unearned income. 

Q. — Don’t you agree that taxation should be on surplus? 

A. — I do not think so. 

Sir Percy Thompson. Q. — Suiipose there is a piece of land yielding 
Rs. 100 j Government may come and say -ive are prejiarcd to undertake 
■ certain expenditure which will increase the income to Rs. 300. Would you 
offer only Rs. 5 for this? What will bo .vour answer? 

A. — But would you allow me to spend my own money to improve my 
lands, so that I may have all the benefits? 

Q. — The answer of the Government would be ‘certainly’. But if it is 
agreed that Government would increase the value of land from Rs. 100 to 
Rs. 300? 

A. — If it is the original contract I liaA^e no objection to it. You carry 
on -these projects on the distinct understanding that they will i)ay a certain 
amount. If you go on with this project on that understanding, does 
it stand to reason that you .should, after having got that income, go ou 
increasing it? 

Q. — ^IVhen the Government ruidertakes a project, it examines it and 
satisfies itself as to how much it would pay. Biit there has never been a 
contract that the charge for water should be limited to a bare return. 

A. — I do not say there is a direct contract; but there is an understanding. 

Dr. Paranjpye. Q. — ^IVhen this GoA'ernment wants to borrow from the 
Government of India, the Government of India wants some security for the 
money and they show that the property would jdeld so much. It is for 
that inirpose that this Government represents the return on the scheme to 
the Government of India. 

A. — ^I respectfully beg to differ. 

Dr. Dydcr. Q. — You say j-ou arc in favour of indirect taxation? 

A. — ^Ycs. 

Q, — ^IVhen it comes to representation, jmu would like to have a direct tax. 
You would not make indirect taxation the basis of reijresentation ? 

A.— That is the old*fashioned view. If it is indirect taxation, unless there 
is manhood suffrage, you won’t be able to get at the electorate properly. 
In the direct tax, it is easy to find out the men who are entitled to vote. 
Take the man who consumes salt. Every one of us, to some extent or other, 
would pay solnc indirect tax. If you make that the basis of the electorate 
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you must Imve manhood suffrage. So that, so far as the determination of 
the electorate is concerned, the proper procedure is to find those who are 
pajdng taxes directly to Cfovernment. I’hat would ho tire easiest mode of 
getting at the persons who should he given the right of voting. Tn the 
other case, 1 was thinking oi the way Government was getting its income— 
the most feasil)le mode of getting income. I do not see any inconsistency 
between the two. 

Q. — In other parts of the world people are moving in the direction of 
direct taxes. 

A. — I still prefer indirect taxation. 

Q. — You say that Indian sentiment is oirijosed to a poll tax. I woidd 
ask you to state whether there were any poll taxes in ancient India. _ 

A. — I believe in some reign there was some such attempt made Lo have a 
poll tax. I do not think to any considerable extent there was any poll tax. 
I think there was some kind of pilgrim tax in some place. 

Q. — Then how is it that Indian sentiment is opposed to it? 

A. — I do not see that it finds favour with the people. 

Q. — In all these 3,000 years was there no poll tax in ancient India? 

A. — In Kautilya’s “Arthashastra” it is said that a poll tax is sinful. 
I think Mann also says the same thing. I will make a note of it and send 
j’ou some authorities. 

Q. — There was a tax even on mendicants. There are other oriental 
countries like Burma where yon have i>oll tax. 

A. — In Burma the attempt to levy a poll tax is raising a great deal of 
difficulty. 

Q. — Burmese sentiment was not against it. . 

A. — So far as the Indians are concerned, they have been opimsiug the 
poll taxj that shows that the Indian sentiment is opposed to it. 

Q. — It is many years old. It has been levied by the Burmese kings. 
That shows that the Burme.se sentiment is not opposed to it. So the orientals 
ai’o not opposed to this tax. If you could enlighten us witli law books and 
other authorities, we will be obliged. 

A. — I will send you a memorandum; but I do not think that in India 
there has been to any considerable extent any system of poll tax. 1 am not 
sure in the Muhammadan rule there was anything like the poll tax. I know 
there had been some pilgrim tax. 

Q. — If you can give us any refeience, we will look into it. 

A. — “Arthashastra” and the law books of ilanu as well as the history 
of all the oriental countries may lie referred to. I am speaking of the Indian 
sentiment. My strong opinion is that there has been nothing like the poll tax. 
However, I will look into the matter. 

Q. — Tn the Turkish Empire, either they have to render military service 
or iiay. 

A. — It is against persons who have got into that place from outside. 
1 am not quite sure. 

Thompson. Q. 33. — ^Are you .suggesting that you should tax 
dinei'ent industries at different rates? 

A.— I had in mind Baden Powell’s statement. He says all evils should bo 
highly taxed, such as liquor and intoxicating drugs. Next he would tax 
luxuries, such as motor cars. Then fine arts should be taxed. He .speaks of 
grain and the produce from land as the last subject for taxation. 

Q. — It is very difficult to administer all these varying rates. 

A. Don t you know that there are three hundred varieties of such 
taxation under the Cuistoms Act? Yet there has been no difficulty there. 

Q. That is a question of fact. It is quite different with income-tax. 

Dr. roraiijpuc.~Yo\iv suggestion applies more to excises. There is no 
reason why you should tax at higher rates an income derived from tho 
manufacture ol luxuries. 

Sir J’viru Thomi>snn.—Si\vc\y tlie man to tax in this wav is the con- 
sumer of luxuries, not tho manufacturer. 
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A. — Tlie solid- always fiots nil ho can from the ronsiimor so that tho seller 
gets all the profits. 

Q. — If you put au excise duty on alcohol, (ho .seller pa.ssos it on to tho 
cousuuior. That i.s right. lJut J do not (piitc seo why you should lualco tho 
manufacturer of alcohol pay more tax thou (ho manufacturer of hread. 

A. — Such manufactures .should not ho encouraged. 

Q. — Such manufactures are cousuined and therefore jiut your higher 
duty on tho consumplion. 

A. — If your idea is to prohilu't the manufacture: hut Baden Powell says 
that you should jnit as high a duty as jiossilile upon these manufactures. T 
alii referring to Baden PoweH’.s view. 

Q. — In vour last sentence von sav that tho minimum should ho raised to 
Bs. .^,000. 

A. — Yes. That is (ho true feeling in (he country. 

Q. — The present excmidion limit is as hig as in England, and it is far 
above the minimum on (lie (’ontinent. 

A. — You must leave sufficient margin to enahlo the jieojilo to start 
industries. Yon are taxing too much and (he result is we arc not ahlo to start 
industries. India is not like England where indnslrios are in a tlourishiug 
condition. Yon must enahlc us to start work which will ultimatoly ho 
more paying to Government. 

Q. — Have you any idea of the difference between the yield at tho old and 
the new rates if your suggestion were accepted-' [ am certain that it would 
reduce the income-tax by .aO iior cent. 

A. — ^Jlut tho indirect benefit would he groat ultimatoly. 

Dr. Paranjpuc. Q. — As a matter of your own exiierionco, do [leople whoso 
incomes are up to Bs. .o,n00 invest their .savings in industries? 

A. — They can. 

Q. — Bo they or do they not invest their money in ornaments? 

A. — They do take shares nowaday.s in comjianics. 

Q. — Is it not a fact that almost every one in iVfadras has got two diamond 
ear-rings? 

A . — There was a crafio sometime ago for ornaments. But that is dying 
now. That is largely due to Gandhiji. if T may say so. 

iS'ir Prrc]i Thomjmon. Q. — Q. 40. If you exempt from laud revenue people 
with ineomes below a certain amount, would not tho immediate effect lie to 
encourage fractionisation of land? 

A.— Take a man in trade with Bs. 20,000; he gets an income of Bs. 2,000 
which is exem lit from taxation. If a man has got land worth Bs. 20,000, he 
has got to pay tax. 

Q. — It all dc]ionds upon whether land revenue is tax or rent. 

' A. — T hope this Committee will decidedly rule it to he a tax and not 
rent. I take a strong view on the matter. 

• Q. — If below a certain amount j'ou e.xempt from land rov’onuo, is it not 
a direct encouragement to split up "the land? 

A. — T do not think so; that cannot bo the direct result. But there 
must be a law, making it compulsory not go beyond a certain degree of sub- 
division and then to compel the .sharer to sell it to his co-sharer. There 
is a law as regards sale of houses. If there is a house about 20 feet in 
breadth and four people want to divide it, tlie law says, one of them will 
have to sell it to the other. If there was a similar law in regard to land, it 
would solve the problem. T mentioned this to Mr. Buckley as the only 
remedy, so far as fractionisation is concerned. T do not think there will be 
• any difficulty with regard to this matter. There ought to be a law like 
that. 

Q. — Would you not interfere with tho joint family system and rights in 
property ? 

A. — ^I£ you make it comxiulsory, I do not think there will be anj^ difficulty 
in this part of the Presidency. There will not be the same difficulty as in 
Bombay, with regard to the Hindu Law of Inheritance. 
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Q. — Tlir. oldc'.l son inn>t ho given the fir-l right and the others must, 
hof'onio landlo>^ people? 

A. — ^I'hoy mill linve monoj'. 

Sir Fcrcu Thompson. Q— Q. 40. You say “I think the whole matter 
roqnirci reconsideration as is evident from the discussions in the Assemhly.” 
Tan yon give us a reference to the discussions? 

A. — ^^Ve had a discussion in the Legislative Assenihly when I was a 
momhcr. and 1 did not commit myself one way or the other; it is a matter 
which vccjuiros a groat deal of discussion. 

Q.^ — This double income-tax provision has only heen in existence since 
1020; yon think it now reriuires reconsideration? 

A. — Yes. 

(}.-^Vh at is your objection? 

A. — If I remember right, the general objection which was raised in the 
T.cgislative Assembly — T took a very minor part in it — was that no income 
slH)nld be taxed twice over. 

Q.. — That is jnocisely what the rules are intended to stop. 

A . — Taking the case of super-tax, in the case of companies as well as of 
individuals, a company earns an income of about 2 lakhs and consists of 
tlnee pcojile : each of them gets an income of Its. GO. 000; you first of all tax 
the uhole of the company's income of 2 lakhs by s»ipor-tax. and you also 
levy another tax on the individual income. 


Q. — You -say yon favour the continuance of the super-tax on companies. 

Q. — True; T ought to add this qualification, ‘provided there is no double 
taxation'. 1 agree to super-tax. but I am against the double taxation. 

Q. — Can we i)ur.suo that further? You have super-tax on companies. 
1 am a 'shareholder and you are a shareholder; T am a rich man, a millionaire, 
and you a pauper. The com])any j)ays the tax, and T being a millionaire also 
pay the tax. Your suggestion is that it is double taxation and you will 
lelieve me of the super-tax on the company. But you would jmy super-tax on 
the comitnny, being a ])atipor. 

.\. — Ibilh arc shareholders in the same company. 

Q. — Y»'s ; I am a millionaire and you are a pauper and the comjtany pays 
tills super-tax on its profits; you would pay it as a sujier-tax on the com- 
pany. I am a ricli man and am going to be relieved of it. 

.\. -Hov, do I ptiy? 

Q. — You pay snper-tax on the company. 

.\. — 'I'lie company has paid for both of us; you are a millionaiie, 

1 s\mp;itbisc vr>ry much with you and T do not want you to jiay twice over. 

hr. hniiiiiiiKii . {). — You ate paying super-tax, which if the company 

bad not been charged to snpci-tnx you would not hav{> to jmy. 

A. -On one occasion I would have to pay it. 

0.— -You would not bavi* bad to j>ay ; but the comiiany is chatgcil .su])er- 
t.i- and jou aie required to pay. You arc leally not cajiable of jniying. 

A.-~ Tal:*‘ an otdinary caM«. I have got one share in one company. Yott 

!'<it 'tiaii'. in lour (ompanie., and .von jni.v suiier-tax; becausi* yon get 
tteit! ivl! the tiiui loinp.'inie another imome, you ate asked to jwy sujicr-tax. 

.s’lj I'ltni 7 . (i, — ! vball liy to simplify the matter. I take the 
( - e i h. te cult of U-. dt.iws all hi-, income fjom one’ (omi»any. The fom))any 
j is- uper-i.iN. .anti pa. cs u on to us hy u n-diiction in our dividend. Both 

t.; u p.t\ the I am al.o liabl*. to super-tax on lay own inconu', Yotii* 

'C/I-. tnm i (ii.si I lieiiig .-I liiii |11J,M sfiould be iclit.ved of tlie super-tax 
I i.n': the p.i\' on m.% behalf, but you shoulil not i»e relievc<l of the 

■ ' .f- r .? ' \ . 

\ ft I- »ie‘. .i >iie ‘ion of beiti','. i.dicvcd niuch m a quc.tion ot ])nvin{'. 

C • ’i t 'l.iSi -t ', 1 '. V li' fe tiiei,. i.. „o qm >;i,>n of suiiei.ta\; luif onl.v 

' Be aie ;,H <4 u ■batthoMet. in a lompany, tuid the fompanv 
! ‘ If. f.-dtn.is H'> not • up. t-tas, iitid when we’ g.et onr income w’e 

‘‘ ’ ' ’■ !' *f-' You and 1 .ar.. in tlm same po.itiou; 

f 1 '-L % itii tU'-f**, Ostr {juid {it*- fiimimtiv 

..nsthm-: npoM tlu- iliuth-niK v AVIjv 

’ - “ ' i n t ( |>« f X * 
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Q. — Precisely. T ronsider tlini the siipcr-lax on coinp.nnios is nnsntis- 
fnctoiy. 

A. — ^It is satisfactory only so far as ilioro is one taxation, T am against 
double taxation. 

Q. — If you cliargo .super-tax on the company, there is hound to ho double 
taxation; you cannot avoid it. You must charge super-tax on tlio individual 
and on the total income. If you charge .super-tax on the profits of the 
comimny, it is double payment and you cannot get over it. 

A. — ^If the .super-tax is paid, Avould not th.at amount ho deducted from 
j’our other income.® If you got a deduction of income-tax after having paid 
super-tax tlirough a jjarticnlar company, snpiiosing you are told that tlio 
dividend is free from any furlher taxation, supposing that is deducted from 
your total income from other sources 

Q. — Then the position is this: TIero is a rich man who is drawing 
dividends from a company; ho will got his allowance for the snper-tnx on 
companies when liis accounts are made up. 

A. — There will he some anomalies. On the whole I am against this 
double taxation. 

T)\\ rarnvjpyc. 0 . — You are against double taxation, hut you are not 
against taxation which a man is fairly charged? 

A. — ^It is not a que.slion of unfairne.ss. 

Q. — ^Would not the effect of that ho that poor people would not invest 
their money in a rich comiiany which will have to pay suiior-tax? If 5*011 
wore to invest your monev in a small business, then \*on would not liavo to 
pay super-tax. On tlie other hand, if 5*011 were to invest in a big compnn5*, 
5*011 would have not to jiay much more tlian what yon do now. 

A. — That is an argument in 1115* favour. 


Q. — Not in your favour, hut against .super-tax on companies. 

A. — ^If the company is able to pa5* a large income, I think the Government 
is entitled to have some share of the income, 

Sh Percy Thompson. Q. — Supposing there is a very largo company, the 
shareholders of which are people with small incomes, and <ho profits are 
distributed among them, is there any reason that the whole of the 
siipoi’-tax should be borne by these poor people? 

A. — ^You may make a ^iro rata reduction. 

Dr. Paranjpyc. Q.— The super-tax is 4 annas in the rupee, Simpl5* 
because 5*ou see a big sum of 11101105*, 5*011 take one-foiu*th of that? 

A. — think Government is entitled to that income. 

The President. Q. — May I take you to the question of poll tax? 
Apasthamba says: “Each artizan .shall do monthly one day’s work. In the 
Vashista and Gautama Dharmasutra, the artizans are to do one da5*’8 work 
monthly by way of tax.” But certain people are exempted from taxation, 
the blind, etc. Does it not .suggest that he is in favour of ever5*one paying 
a tax? 

A. — ^It is hardly tantamount to a poll tax. 


Q. — Coming to excise, 5*ou anticipate the introduction of a iiolic5* 
of total pirohibition . now or in the near future, either generally or in 
particular areas. I take Qs. 62 , 63 and 66 together. You say that the 
Indian experience is that increase in excise tax is not followed by reduced 
consumption. Here is a statement showing the reduction in licit con- 
sumption in the 5*ear 1923 as 'compared with the previous 'quinquennium : — 


Central Provinces 58 iier cent. 
United Provinces 59 ,, 


Punjab 

58 

Assam 

24 

Bombay 

29 

' Bengal 

18 

Madras 

9 


In Bihar and Orissa there is an inci’ease of 2 per cent. These are the 
figures which show that the increase in duty has resulted in diminished 
consumiition. 
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Q, — 1^ jiiii huntgobliii}): that it lias not boon a great success from the point 
of view that it lia^ cloulilecl and trebled illicit distillation. 

A. — i take it that in India the goal is total ])rohihition. Take tlio case 
of opium. 1 helicvc the idea is to gradually prohibit the sale of opium 
altogether. No doubt, we have to proceed step by step. 

Q. — IMay 1 give another eKamj)Ie-it is given in .one ol the Burmese 
liapers. ]t says that total prohibition of ;/</«.;(/ lias failed entirely in Burma. 
■ The consum))lioii iicr head of the llindn pojnilation is IG times as nuich as 
that of the Jdiiidu iiopulatioii in Hritish India. 'I'liat is how jirohihitioii lias 
worked. This is as regards unuju. As regards ojiiiini. they very recently 
made an cii((uiry, and their eoiieliision is that these eoiilirmcd opium-eaters 
liavo never improved, and jirohihitioii has had no great elfeet on them. 

A. — 'J’lie declared policy of the CJoverniiiciit is to eradicate this evil of 
opium altogether. 

Q. — 111 sjiite of prohihitioii, this habit is growing, f am asking whether 
\ou have counted the cost and studied the figiirivs relating to the matter. 

A. — ] huA'c not got tlie same facilities as the Burmese writer had with 
regard to smuggling of ojiiuiii. 'J’here arc certain pcojilo who take particular 
views and they liud .statistics .sujijiorting them in the view that they have 
taken. Statistics can he used to tell any story. '\\ liero a man Iciiows that he 
will not he punished there will he tendency to indulge to a largo extent; hut 
if ho feels that he may he detected and punished although lie lakes to it 
clandestinely, there will he some restraint on liis consumption. Is not emit 
a great gain? It may he that Government may ho losing. 

Q. — Let. me he c|uite clear. 1 am not adi'ocaling any point of view. 
I have only to jiitt. ccitain facts and ask your ojiiiiion. 

A. — 1 think if then' is any idea of restraint upon the man that if ho 
is detected he will he exiiosed and jiuiiishcd, that itself is a great gain. 

Q. — ^AVould you advocate the eiiijiloyment of such forcev every 

consumer when he takes to drink would be in constant fear of detection p 

A. — ]t is a question of inquisitorial pi‘occcdiiig.s that you aro thinking 
of. I think that in the case of people who aro indulging clandestinely, 
I would not be sorry if you put a lai-gc restraint upon their freedom. 

Dr, Paranjpyc. Q. — In one province an attempt was made to stop illicit 
distillation, and there ivas loss of life. 

A.' — On the other hand, you find how peaceful people aro in some other 
places. ‘Where attempts were made to put up arrack shops for sale, the 
lieoiilo have banded themselves together and made it impossible for the 
arrack-vendor to get any large income. There was no comiilaiut of violence. 

The Fresideni. Q. — May I refer you to the fact that eleven Prohibition 
Officers were killed in America? 

A. — I do not think that will take idace here; wo are a mild people and 
I don’t think that story will bo repeated hi India. 

Q. — If in America you find about a dozen cases of murder, 1 do not 
know what ivill liappcii in a country consisting of G-jO luillioiis of poojilc. 
'J’hcrc will be some violence. Under such conditions, how will you work the 
staff ? 

A. — 1 do not think that no need fear very much 'from the Hindu 
population. 

Sir Percy Thomx>son, Q. — Do you know that in America outside the ten- 
mile limit there are .ships with huge placards put up giving the price of 
whisky, beer, etc. P 

A. — I do not know ans’thing about it. America has got on wonderfully 
well; but the figures for some other countries make me hesitate to accept all 
that is said in the papers. 

The President, Q. — ^Would yoii accept this suggestion in regard to the 
vote for prohibition ? ^Unless this action involves some sacrifice on the 
jiart of the former as well as of the latter (i.e., non-drinkers and drinkers), 
it is undoubtedly a gross interference with the liberty of a minority and 
difficult to justify.” 

A.— -This is carrying the freedom of the individual too far. The Govern- 
ment will have to put some restraint in all thesp matters. 
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Q.— AVli at do you llii'uk will happen to ihobc peojjle who might ho thrown 
out of cultivation ? 

A. — ^They might have bomc other profe.ssion and they can invest their 
money in Government Promissorj* Notes or in industries. 

Q. — Do you think that these people can depend upon the interest from 
the Government Promissory Notes? 

A. — ^AVhy, take the ease of a man who lias to give up half an acre, it 
will certainly fetch Ps. 500, and he can invest this money and get Pvs. SO 
interest. 

Q. — ^You don’t think the problem ol unemploylncnt will come in, if yo\t 
stop fractionisation ? 

A.— No. 

Dr. Faranjjyijc. Q. — In any case this will not give him a full day’s 
work. 

A. — ^No. 

The Maharajudhivaja Tiahadur of liurdiean . Q. — Have you got any 
idea as to the limit of fractionisation? AVhat do j'ou think, fractionisation 
below 1 acre or 2 acres should be stopped? 

A. — In jMadras, I will put one acre as the unit, beyond which there 
should be no fractionisation. 

Dr. Paranjpye. Q. — If it is rice land? 

A. — see you are considering the dry crops also. Even in the rice lauds 
I think one acre will be quite all right. I think it is fairly a good limit. 

Sir Percy Thomjjson. Q. — ^^Vhat is your general view about export 
duties. Do you think they should bo imposed on raw materials, such as 
jute, etc.? , 

A. — would have no duty upon i)urelj' raw materials which are to be 
tiu'iied into finished articles in India. It must be encouraged. No doubt, 
there was a feeling when i was in the h'iscal Commission, that wo must ])Ut 
an import duty upon raw materials, because the desire was that they .should 
bo kept in the country to compel the peo])le to make hero the fini.shcd 
articles. 

Q. — ^^Vhat is that you are speaking of, export duty or import duty? 
You mean on goods that are produced in India and sent out to other counti'ies, 
you would put an exioort duty? ' 

A. — am against it. 

Q. — ^^Vhat is your opinion? You ai’o in favour of export duty, that is, 
you would imt a duty on tho manufactured articles? 

A. — Yes. 

Q. — ^Is that not discouraging industry in this country? 

A. — I don’t think so. It is on a different footing when compared with 
the raw materials. 

Dr. Paranjpyc. Q. — ^Yort say you would i)ut a duty on the manufactured 
articles made in India? 

A.— Yes. 

Q. — But you won’t put it on the raw materials? 

A. — 'I am anxious that "the i-aw materials should be here, so that they 
may be made into finished articles. When T was in the Fiscal Commission, I 
had taken the view that as far as ijossible 3 'ou must put an export duty upon 
the raw materials, so that you will comijel the people to make the finished 
articles, but in certain cases you have not got facilities for manufac- 
ture ; in tho cirbuuistanccs, I tliiidi it is desirable tbat they may bo sent out, 
so that they may conio hero as the fini.shcd articles. I do not Avant that the 
producer should thereby be damnified. If you put a duty on tho produce, 
the result is that he won’t send it out, and there Avill be no encouragement 
to turn it into tho finished articles. 

Dr. Hyder. Q. — ^What inducement Avould there be to the manufacturer 
in this country? 

A. — ^If you put a small export duty, I don’t think that it would in any 
way affect an artisan for example. 
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Q— You will 1)0 roslrictiug his markets. 

A. — To sojne ox leu t, no doubt. 

Q. Take the case of Bouibaj- mill-owners, if j'ou put a small exx^ort duty 
on the export of cotton cloth or yarn, it will simply mean that the com- 
petition already existing with Jaijan, etc., will increase still moi'e and thereby 
tho^ lixcliau mtruufactuvei's will he losing their markets, due to your own 
action. 

A. — In the instance you Avould not the consumer be benefited? 

Q. — Therefore you arc looking at it from the point of view of the 
consumer? 

A. — ^Ycs, 1 am only sx)caking from the consumer’s x)oint of view, 

Q. — If 3 ’ 0 ii concentrate on the consumer, what will hax)xmn in the caso 
of the xn’oducer? 

A. — It is not a question of losing but a question of his not making a 
large x>i'ofit. 

Q. — ^HaA'e you hoard any instance of a countiy where the exx)ort duty 
is levied on the articles produced in their own countries? 

A. — think there is in France. 

Sir Percy Thompson. Q. — I suggest it is inix)ossibIe to have a monox)oly 
of manufactured articles. 

A. — I think the Government of the day does put duty on certain indus- 
tries such as matches, etc. 

Q. — No. That is a State indu.siry. There is no duty if matches are 
exported. 

A. — I think there is. 1 am not in a jjosition to give you an instance. 
On the whole, in the case of cotton cloth, i am iiv favour of xiuttiug on the 
exxjort duty, becaiisc it would retain the articles in this country a)ul thus 
the consumers will get far cheaper cloth. 

The Maharajadhiraja Bahadxir of Burdivan. Q. — Don’t you think that 
if you put an export duty on your manufacturer that instead of your people — 
Indians — buying the material which you are producing in your own country, 
they will buy the articles that ai-e brought into this country which ought to 
bo certainly cheaper? If you put on an export duty, your things won’t go 
abroad, and your people will not consume them, and I think, whatever 
industry you have will soon die. 

A. — No, it won’t be like that. I have bee7i fightipg this qiiestiou between 
the mill-owners and the non-mill-owners for a long time. Now, there is 
a great deal of competition between the hand-loom indtistry and the mill 
industry, the goods of the hand-loom weavers are ahvaj-s being run dpwn by 
the mill-owners. The hand-loom weavers can certainly not cope u-ith tho 
Bombay mill-owners. According to my proposal, tho hand-loom industry will 
revive. Now they are entirely shut out by tho Bombay mill-owners. 

Dr. Jlydcr. Q. — Therefore, you want to resuscitate the hand-loom indus- 
try, and Avant to pmiaBse the .large-scale manufacturers? 

A. — It is not penalising. 

Sir Percy Thomjjson. Q. — If you xmt an export duly on cotton cloth, 
it amounts to this that it forcc.s the sale of cotton cloth in India. 

A. — Yes. 

Q. — This will enhance the coniiiciition betAveen the mills and the band- 
looms ns you force more cloth into the market. 

j\. — Quite true. On tho aa-IioIc, you Avill find that you Avill liaA'o to 
encourage the hand-loom AvcoA-ers to .some extent. 

J)r. llydcr. Q . — Let us .suppo.se for one moment yon liaA'-c no eximrt 
duty, jioAV you i)ut on an export duty and so force more sca-oi-c competition 
hotAveen the mill-owners and hand-loom Aveavci-s, hecauso you haA'c more 
cloth. 

A. — True, but it Avonld make the con.sumor's lot much ca.sicr. No doubt, 
there Avill he severe competition betAA'oen the hand-loom AveaA'cr and the mill- 
owner, hut for the person Avho purchases the doth it Avill be easier. 

Sir Perry Thompson. Q.— I agree. It might result in the Indian con- 
sumer gelling his cloth much cheaper. 
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— X think, on the Avhole, the consiinier will be benefited greatly by such 

a tax. 

Q. — ^Yon are in favour of excise duty on cotton? . 

A.— As it helped the hand-loom weaver-, I suggested its retention once : 
but as it was levied to placate IMaucliestei' and retained for that purpose, 
I am against its continuation. 


Mr. S. SUBBARAMA AYYAB.,M.A., Dipl. Boon., Senior Lecturer 
in Bconomics, The Madras Christian College, was next examined. 


Written memorandum of Mr. SubhaTama Ayyar. 

I wish to confine myself in this memprandum to the following points 
raised in the Questionnaire of the Taxation Committee : — 

(I) What is the best method of ascertaining the national wealth and 
income of the population in India, and what is its importance in general 
and for ascertaining the incidence of taxation in particular? 

(II) Are the present sources of non-tax revenue, c.g., land revenue, 
including irrigation cess, mining royalty and forest revenue — collected in 
accordance with economic principles? 

(III) What improvements can be effected in the case of our present 
sources of tax revenue, viz., income-tax, taxes on commodities such as 
salt, alcohol, opium and hemp drugs, customs duties, and taxes on transac- 
tions, fe^s and licenses? Is it feasible in India to impose an excise diitj' 
on tobacco, inheritance or succession duties, a poll tax, a tax, on entertain- 
ments, on business profits, capital stock of corporations, employers of labour, 
and transactions in capital and exchange — taxes which are not at present 
Jovied in India, but levied in other countries? 

(IV) How far sliould the monopolized industrial production by the 
State such as_ the Eailway, Posts and Telegraphs and other social mono- 
polies be utilized as sources of taxation? 

I. 

The importance of well-organised public statistics has been recognised 
in Western countries, and thanks to the efforts of professors and students 
of universities, public associations like the Royal Statistical Society and 
the British Association, and the work of State Departments, the infor- 
mation we have of the economic and social life of the peoples of those coun- 
tries is remai’kable. But in India professors of the Westei'n type are few 
and far between, and even the few, till recently, took little or no interest 
in social and economic investigation ; public organizations are conspicuous 
by their absence; and the whole work, devolving entirely on the , State, 
has been so far carried out in a most haphazard and unsatisfactory way. 
I agree with the criticism of the Committee (Annexure A) that the present 
statistics collected and published by the Government as regards agricultural 
production, industry and _ commerce are more or less unreliable, but the 
remedy is not to discontiuuo them but to extend the operations. For a 
long tinio to come, the State alone can adequately ijorform this duty, and 
with this end the Statistical Department must bo strengthened somewhat 
on the lines of the Bombay Labour Office, which may seek the honorary 
assistance of jirofessors and students of our universities as well as of tho 
members of tho ijublic who take interest in such mattois. Tho depart- 
ment concerned may proceed along the present lines of collecting tho 
ngricultiiral, industrial and commercial statistics, with a better trained 
staff and a inoio widespread organization keeping itself in close toucli 
with the Collector of the District and the land revenue staff in the villages. 
Somo sort of compulsory legislation might be necessary at an advanced 
singe of departmental organization. 

Tho importance of reliable statistics as regards the wealth and income 
of population as well as of national welfare generally can hardly bo 
overestimated. In these days when the old theory that the solo functions 
of tho State are to ward off’ oxtenial attack, keep internal peace and en- 
force contract has been blown up and when there is an increasing demand 
for communal expenditure to ho borne by the State for ‘nation’ buildiu" 
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Rei'vices, ilio Govornniont nncl the public uiusi arm lliemsolvo '3 with a 
1;no\ulcclaG of facts before it could proceed to allocate ils available resources 
ill the best possible luaunor. 

The present ostimato of national U'ealtli and income tli.at wo have 
(Anuoxure B) based on the available statistics does not represent the whole 
truth and nothing but the truth. The several estimates in the list vary 
so widely from Bs, 16.5 to Bs. 116 per head per year, but at the samo 
time they may be taken as a fair indication of the relative poverty of 
India. (To add to the list I may bo permitted to refer to the result of 
an intensive jnqniry into the income of a tvpical paddv area, comparatively 
fertile and prosperous, in a village in Cochin, on the West Coast. I found 
that the average annual income per family was Bs. 167 or taking 4 mem- 
bers per family it was about Bs. 42 ner head. The average net income 
from agriculture was 46 per cent of the total, while industries including 
cooly labour, professional and commercial services represented the rest, 
llr. Slater’s estimate, therefore, of non-agricultural income as being about 
50 i)or cent of that from agriculture is thus confirmed.) 

The best method of estimating the national income in India is to 
take tlie value of the net agricultural produce based on the area and crop 
yields in the several provinces — it Jieing understood that they are to be 
collected more leb'ably than at present — and so far as rural areas are 
concerned to take the nop-agricultural income as a certain percentage 
of the agricultural as arrived at by intensive inquiries into the income 
of a few typical villages or wider areas in all the provinces. Cities mav, 
on the whole, be taken separatelv, where provi.sion might be made on the 
lines in Bombay to collect the statistics of production and income. 

These estimates are u.seful not onlv for comparison with past estimatas 
for the same country or contemporary estimate for other countries, but 
to note the general incidence of taxation as well. For. ineoualities of 
income are not very great in India and the standard of life between Ihe 
rich, middle and poor cla.sses is not markedly dissimilar: the percentage 
of revenue per head on the income may be taken as fairly indicating the 
general pressure of taxation. Moreover. India is pre-eminently a countrv 
where the scale of expenditure of the State should be based on probalde 
income rather than raise a revenue to meet a pre-determined and necessary 
expenditure. 

The average income and the average incidence of taxation, like the 
avei’aee boots, do not fit in with the conditions of any one individual. 
For the purpose of noting the detailed incidence of taxation, the popu- 
lation of a province or contiguous economic area where condition.5 of 
life are not very dissimilar may be divided into the rich, middle and poor 
classes and out of a few renresentative famil 5 ^ budgets in each class it 
may be possible to ascertain the amount that a particular class contributes 
to the national revenue. 


IT. — Non-tax Revenue. 

Land Bevenue . — The ciuestion whether land revenue is a rent or a 
tax is now one of purely academic interest. The definition of a tax or 
rent is well known to students _ of economics. A tax may be defined, 
slightly rnodifying the definition given bj”^ Prof. Bastable, as the compulsory 
contribution of the wealth of a person or body of persons for the services 
of the public powers, provided, as applied to nroduction, it is apportioned 
to the net income that actuallj' is earned. The latter qualification, how- 
ever, is not strictlv applicable to indirect taxes on commodities, the aim 
of which is avowedly to make the poor who cannot be touched by any 
direct tax to contribute to the public purse; but even in this case the 
capacity to pay is to some extent measured by the spending power of the 
individual. Rent in the economic sense as applied to agricultural land 
is the value of the difference in the produce of one field over another 
whose normal cost of 'cultivation including seeds is equal to the price ruling 
in the market. And rents are supposed to be apportioned not on what is 
actually earned but on what is supposed to be earned^ by an individual 
o of normal ability. The Indian land revenue is a tax in so far as it is 
a compulsory contribution of the wealth of the landed proprietor for the 
services of the public powers, hut it is not a tax in so far as. it is not 
apportioned to the actual net income that is earned by the individual 
proprietor; in this it approximates rent as it avowedly seeks to col'ect 
a portion (50 per cent) of what an individual of normal ability is supposed 
to get as his net income in a particular district. At the same time the 
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liiicl to eonten'cl witli the large itrcrease in the price of iinportocl artich'S. 
Mo.reover, if, as is often the case, the cultivator has received advances 
for his maintenance and for seed, r 6 j)a 5 'ahle in gi-ain after the harvest, 
any increase in the value of .the graiU' repaid benefits the monej’-lendor 
and not the cultivator. The agriculturist vlio has little surplus prodiice 
to sell and lives on vhat ho produces would, in so far as he maintains 
himself on his produce, he unaffected b 3 ' a rise in the i)rice of food-stulfs 
and ho would have onlj' a small profit to set against the rise in the cost 
of the articles he has to buj’. Farm-servants and field labourers, esti- , 
mated at over 41 millions, would ordiiiarilj' stand to lose bj’ a rise in 
prices, except in so far as their wages are payable in kind and not in 
monej'”. Though the actual figures in the above _ maj’^ not be accurate, 

I liaA'e no doubf? that a rise in the price of agricultural in-oducc — more 
especially food-stuff — is not a criterion of economic prospcritj" for the ^'ast 
majoritj' of our ryots and is not a sign of increased capacitj- to pa\' land 
revenue. It is not true, however, to assert that the collection of land 
revenue is the sole factor which affects the economic jn-osijeritj' of the 
ryot, but it is a fact that it considerably weakens the spending and 
saying capacitj' of a class which lives for the most part a hand-to-mouth 
existence. I am not concerned at pi'esent with the individual hardships inci- 
dental on the resettlement of a district due to the i-ougli and readj' methods 
employed bj” the subordinates of the Settlement Depai-tment in classifj’ing 
the soil and applj’ing the empirical rates. Suffice it to say, that the 
periodical resettlements upset the rural economy and withdraw more 
jnonej' to the treasur.v than the poor rj-ots can be legitimateh’ called on 
to iiaj’. It may also be noted that in areas where the pressure of the poim- 
lation on the soil is verv heavy, and where the landlord class is in .a 
position to rack-rent the tenants, the incidence of .'increased land revenue 
falls on the latter who are least able to beai' it. Permanent settlement 
in the orthodox sense of binding the hands of the State for ever is nou 
advisable in a growing State which must have freedom of movement^ and 
adjustment. But periodical resettlements must be dispensed with as far 
as possible, and the present rates must be continued without anj’ distur- 
bance, the State reserving the power, however, of re-imposing a j-ate .of 
so many annas in the rupee as an additional cess whenever the finances 
of the country actually necessitate .such an imposition. INIy contention 
is tliat land revenue should bo made, as far as possible, a vov-fUnfic, source 
of revemue. At the same time, in order to make the agricultural cla.sses 
paj' whoso shoulders arc broad enough to bear the burden, tbe scheme of 
taxation of agricutural incomes is economically justifiable. I’ho limit 
of exemption in this case ma.v be fixed at a higher figure than for income- 
tax in view of the fact that there is alreadj’ a tax on land. 

Irrigation ccs.^.— i-Thcn there is the ciuestion as to whether the Stare 
is not entitled to raising its revenue whenever the ryots have been bene- 
fited bj’ the Government sj-stein of irrigation. l\tj’ answer is in the affirmative. 

If the Government suppl.y of water for purposes of irrigation is regarded 
as a purelj^ commercial undertaking, the ideal principle will be to charge 
the bare cost of supplying the water including interest on capital invested, 
and even charge a commerci.al profit, if necessaiy, but the Governmejit 
must look at the question from another point of view. Agricultural pros- 
poritj’, indeed the whole economic prosperity of India, depends on a 
regular and plentiful snpplj' of water and the State has a clear dul.v 
to spend a fair ijortion of the i)eoi)le’s revenue on the imi)rovement of_ 
land. At the same time it is imj)ossible for tbe State to meet the on tiro 
charges of irrigation out of the ordinarv revenue, but it may take a per- 
centage share of the value of the increased ])roduco of land brought about 
1)%’ irrigation facilities. In designing irrigation schemes the additional 
income that can be- secured must of course be the guiding principle, except ' 
perhaj)s in famine areas where the State has to undertake such works as 
insurance .against famines. The principles of charging by volume or sell- 
ing the water b.v auction to the highest bidder ma.v re.sult either in fho 
rvots refusing to take the jnoper quantity of water or in oppression and 
undue severity in collection due to the action of unscrupulous bidders. 

When land nowl.v brought under irrigation or guaranteed a supply 
of water for the first time increases largely in value, it is bpt right that 
the Slate .should take a portion of the increase. As the collection of a 
Inmj) sum is likel.v to prove hard to the small ryot who ma.v perhaps have 
to sell or mortgage his land to i)ay it, a betterment lax spread over a 
series of years is i)refer.able; 



Ill dll' fii'-i' of Gdvc'niinoiU waste land iicviiy lirmi)t:lit' under an irn- 
{;atioii .selieiiie. it is Iietli'r to mant .seeiirily oi teiuirc' to the ryots, 
siilijeel to asses'.meiit ; flii' jiriiieiple that “in old eoiiiit lies newly diseoyered 
natural resourees of lii}:h values should not he allowed to hecoine private 
propertv” is not strictly applieahle to af'rieull ural land, as the soil un- 
assisted' hy huiiiaii laho'iir is not a natural re-ouree of liifth value; the 
User imist! therefore, ho t’iveii more security than the (Jovernineiit jiosscssor. 

l-'orests mid to a h-ss estent mines nii;iht e;isily he made to coiitrihulo 
iiiore to the revenues of the Stale. 

' III. — T.\.\ lli.vn.Nii;. 

1 . J ltrin>ir‘{ti.r. 

The pnnciiiles ami incidence of iiironie-t n\ should he diseiesial with 
leleri'inr to (II the rates. (O) d,,. Mihsisteme mininiiim lliat is to he 
exempted, (d) the distinction hetueen imonie.. i.i-.. whether earm>d or 
unearned, whether utilized to supoori a iar;',e or .small fumily. and (I) 
wliellier the elmriii's should he mmle on an annual or tiieniiial hiisis. 

<I) \ am ot opinion that the picseiK rate' of income-la.x 

in India are fairly lieaiv- and .'hoiild not he eiiliainial. '1‘lie |Mest*nl 
liip:Ii rates in (treat Uritaiii aie e.\< epf ional. and iheii’ seems to lie a 
general Iceliii;; in the eoiiiilry that they tend to impair the faeiilly of 
the .'^tate. 

(2) iVid'-'f.ifcai r III ill liii Hill . — The canon ol e(|mdi(y of taxation lays 
down that the minimum of siihsistein-e slioidd lie e.xeinpted from taxation. 
Tile present minimnni of ]{s. j.^ loiisidered liy some to he Iii;ili. It 

the iiriiieiple of miniiinnn snhsisteme is ae<epii>d. liiere is no serious 
ohjection to rednee it to say. I|s. ].()00, as it is ahont the level of the 
eost. of liviii}' for an averatte niiddh' <dies family in Madras and iierhajis 
of all India. I hav<> heard that tli(> mlmiiiist rat ive dillieiilil iei invohed 
arc firoat. if the •lower rate of miiiiiiiuiii is adojied. and the (ost of 
eolleetioii amounts to ahont per rent. Iiut the net. iiieome of SO per eeni 
is not till welcome. 

(d) It is not necessary to discriiiiiimte liefween earned and nn- 
eanied incomes lor the iollowiiif; reasons; (1) The investors who live 
.solely on their ineonie from stoek.s and slnires are few and iiet^ii^ihle. 
('2) Siieh a distiiietion may tend to diseotirajte investment. {',)) In a 

eoiiiilry like ]2iiftlaml “the lower rate on earned iiieonie is said to ho 
a eoiicc.ssion to the fact that the people with earned ineoiiies have to 
make a provision for the future hy .siiviiif^. wliieli is not necessary in 
tlio case of a jicrinanent ineonie”. (llohinson, I’nhlie I’jiiniice. piiRo 

51.) In India, on the other liaiul, the dis|)arity in ineonie hetween a 

jiowoiTul and lUiiiicrou.s eajiilalist class and the jioor jiroletariiiL doe.s 

not exist, and the iiivestor.s in the Indian industries of the ])re.scnt or 

the future are liouiul to he reeriiiled from the ujijier middle eliissos who 
will look forward to the income as a nieniis of saving as well as for 

actual pcr.soiial oxpciidituic. 

.i\gaiii, the distinction Iietwoeii the married and single, as wo rmd 

in some Wo.stcrn connlries. is not necessary 'in India, .since ovoryhody 

whether ho earn.s or not is eiieninhcred witli a family. Although ' it i.s 

iippo.ssildc to ascerlaiin year after year tlie luimhor.s to he supported 
by a given' ineoino in a family. I think a distiiietion is jio-ssihlo and 

nece.ssary in tlio ease of divided and undivided families. M'itliout enter- 

ing on the question of social leforiii, the feelings of a tax-payer must ho 
respected, and if a person could jirove that his is tlio only income liable 
to a tax in a “joint family” lie might he charged at a lower rate. 

(1) As regards the jioriod. I think it is jio.ssiblo to make a dis- 
tinction. Salaries of oflieials, hotli of (lovormnent and private bodies 
and all others whose income is coinjiarativcly .steady, might ho charged 

on an annual basis; in the case of lm.sinc.s.s men, traders, lawyers, etc., 
the assessment may well he on a three years’ average, as violent fluctua- 
tions in their income are not unknown. 

Lastly, agricultural incomes may well ho made to contribute to the 
national revenues. The minimum of exemption may he put nt n higher 
iigure, say, Ls. 3,000. In calculating the income in monejy, the price 
of the income in Icind .shoxdd lie fixed for a series of years for the 
pur])osc of Government a.ssessmcnt. The distinction between the incomes cf 
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the abbeuteo landlord or the iiioney-lender and llie farmer does not seeJii to 
be necessaiy as the majority of those ■who are likely to be taxed on thi,s 
hcoro are either airseutce landlords or money-lenders; I think that the 
farmer class is not to any very great extent likeh- to bo affected by the tax. 

2. Taxes on commodities. 'Excise duties. 

The excise duties levied in India at iiresent are on salt, alcohol, 
opinm and liernp drugs, and on mill-made cotton cloth. Out of. the long 
list of commodities suggested in question Xo. -19. tlierc does not appear 
to be any other that is suited to conditions in India excei>t pcrbaijs the 
excise on tobacco. 

As regards the general nature of an indirect tax. I agree that (1) 
it should be levied on as few articles aS possible and the selected articles 
should be- such as to touch all c!asse.s and reach in a moderate degree 
those who do not contrilnito to direct taxation ; (2) that if the imposi- 
tion of an excise duti^ leads to the reduction of an undesirable consumj)- 
tion it can be so utilised; and (‘5) that i)i a countiy. as for examijle 
India, where three-fourths of the population consume no luxurie.s and 
the majority can only be taxed through necessaries, there is no real 
hardship in such a tax. It is. however, not possible in India to adopt 
a graduated system of indirect taxation whieli will fall with heavier 
impact on the consumption of the wealthier cla.sses. because there is 
no sharp distinction in the standard of life between the richj middle 
and poor classes in this country. 

Ealt tax . — ^I do not agree with the criticism that is often levelled 
against the salt tax that it is fieocing the poor in India. It is a tit 
object of taxation ; since it is an article of universal consumption, a lax 
on which will enable the poorest to contribute something towards the 
cost of the State. I agree that “it would be diffitmlt to devise any other 
duty of general incidence less oppressive and Icss open to evasion than 
the salt tax”. The rate of duty, however, should b6 kept as low as 
possible since auj- increase in the retail price of salt, affects the imckets 
of the poorest classes who are. as a rule, day to day purchasers, with 
foiu’fold effect. It will be an advantage. I think, to enforce the sale 
of salt by weight, for the method of sale by measure is likely to be 
abused, as for example, when big crystals leave intervening spaces in 
the measure. 

As regards Government control and inoduction. if it were shown 
that a cheaper and purer article could be produced by substituting large 
scale manufacture for production by a veiy large number of petty hold- 
ings, 1 think it is a i^roper ground for a gradual extension of the Govern- 
ment monopoly. If that is not possible, the present system is better 
from the point of view of the consumer as well as of Government 
revenue, as competition among private parties is likely . to bring clown 
price. Again, if subordinates in charge of Government depots deal 
honestly, the opening of such depots is likely to steady retail prices. 

As regards the supply of salt to Bengal which now practically imports 
it from abroad, it is worth while to consider schemes for reducing cost 
of transport, through rail or _sea, by subsidy, if necessaiy, so that 
other areas in India might capture the home market. A mere protec- 
tive duty is likely to raise the price to the Bengal cousiuner without 
corresponding advantages to other parts of India. The adoption of a 
process of denaturation of salt with a view to its issue free of duty for 
use in agriculture and industries - is advisable. 

Liquors and Druqs . — The State policy towards alcoholic drink in 
India has two aims — Q) fiscal, i.e., to make it an item of indirect tax- 
•ation and a source of income to the State, and (2) moral or social, to 
bring it under strict control, and by applying the highest possible rate 
to raise the price to such an extent as to diminish the quantity con- 
sumed. 

As a source of indirect taxation, an exci'-e duty on alcoholic liriuoi-s 
is well known in other countries. In most European countries, how- 
ever. alcohol is an article of general consumption among all cla.sses and. 
therefore, affords a moans of obtaining from the mas-ses a large contri- 
bution to the public purse, bm in India the regular consumption is 
limited to certain classes only, to a minority, while the taxes on salt, 
cloth and kerosene affect the masses as a whole. But tho State has 
received large amounts of revenue from this source, while the vendors 
have made much more profits for which statistics are not available. 





'rlio Slalo policy i*- soiiu'limc's Minnia’d \ip in llio foriimlu : 
imiiii rovomu' Avit'h minimnn roiisuiiiplioir’. Tlio eroiioinic fallncy 
licliiml it i.s llial drink, wlion if In'roinoh a I)al)il, a.^ it does ainoii}' ilio 
cIu'nvos addicted to if. is an nrliclc of corn para tivoly inelastic doniand 
mid, therefore, a ri'^e in price A\ill not .semi dmrn flic quantify doinaiidod. 
TIio trnfii of this i.s sf rikiinily illnsfrated in flic followinji fahlc: — 
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7t is clear from tlie ahove I aide that flion^ih the nnml) 0 i‘.s of .sliop.s 
have iieen .steadily reduced dnriii}' the last decade, the total consninption 
and the consumption per ]fK) of flie population have remained nearly the 
feainc, thougli the total revenue and ineidcmc per gallon have nearly 
doubled themselves. To .say that the average consumption uould havo 
increased, instead of remaining .stationary as at prc.scnt, hut for fhe Vo.v 
trietive nicasuros adopted Iiv Government, i.s to misnnder.stand the iiosition, 
lor the quantity drunk and the numher.s that diink are not regnlated by 
the price hut by the haUit. Moreover, this duty jire.sses very lieavily on 
tile poor elassc.s who arc least aide to hear it. 

]fut is alcoholic drink .such an evil that its consumption .shoiild ho 
chocked by the State? Ojiinion .seems to he divided on the subject. Tliere 
is a compiaint that the intellectual classes in Jndia (tcetotaler.s thoin.selvcs), 
who take such a iirominent part in temperance reform, arc out of touch 
with the needs of the lahouiing classes to whom, after a iiard duy’.s work, 
alcoholic drink is a wholesome necessity. ISxjiert medical opinion is not 
unanimous. Tliougli the majority .seems to liold tliat alcoholic drink is not. 
only not necessary, hut positively injurious to the human system, a few arc of 
the opinion that, if taken in moderation, it is an c.xcellent Vestorcr and nerve- 
Imilder. One would think, however, that the results of drunkenness must 
form the final test. Drink in moderation is an imjiossiblily, csjiccially for 
the masses whoso mental capacity and will-power are not at all sulEcicnt 
to discriminate between moderate and excessive drinking. Excc.ssivo drink 
i-uins the self-respect and impairs the elficiency ol the drinker ns well as 
that of the future generation. 

The State must therefore aim at total ijrohibition and make a begin- 
ning- by imshing forward vigorously and sincerely the scheme of local oijtion. 
To make good the loss, 1 agree with Dr. Mathai’s proposal to levy a super- 
tax on land revenue at a ])ercentagc varying from year to year to bo 
assessed on landholders paying revenue, say, of Jls. 100 and over (Rs. 50 
is proposed by Dr. Mathai) at graduated rates ; a provincial surcharge of 
10 per cent ('20 per cent is Dr. Mathai’s suggestion) on income-tax is also 
admissibe. A small increase in the salt duty or the duty on clotli, cr 
kerosene is possible. The economic merit of the salt duty is that its 
incidence would bo spread equally among the poor, while the present 
excise on drink presses very heavily on a small section of it. A small 
tree-tax on toddy-yielding trees like the eoeoanut and palmyra as well 
as on some suitable fruit trees might be imposed. If the ^tato i-ofuses 
to make money bj’ trading on the vices of a section of tlio population 
the moral ellect will he so groat that the essential law-abiding in.stinet of 
the Indian may ho relied on to do the rest. 


\ 
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iluty on tobacco i«ay m-c 1I take the phwe of ilmb on 
alcohol. In Incliaj ho^\e\er, tobacco is not, ironi a hscal point of vieiv an 

a”if nKo bocansc unlike in other countries 

It IS not an object of universal consumptiou. But it is fairly universaliv 

bv luoreover, an object of luxury and the amount consumed 

03 m^3 one person is never ver3' large. 

To tax it at the source in the shape of an acreage diity on cultivation 
may scare airay producers; and it is not advisable to discriminate hetveon 
the crops. _Jt is not also possible or necessary to make it a State monopoly 
in produenon. ^ ‘ 


Tlic tax on tobacco is intended to fail on the consumer and the duty 
Iherefore should be imposed at a stage when there is the least chance of its 
being shilted to anybody else. Tobacco is consumed either as raiv e.p. 
for cheiving or as manufactured, c.y., as cigars, cigarettes, hccdics aiuf snuff! 
Tlie best method seems to he to regulate the ,v/lr ol raiv tobacco ivhcn it is 
brought to the market liy the iirohihition ol wholesale and retail sale 
except under a license. The Government maj’ cither give contract for 
monopokv of retail vend lor fixed areas or limit the number ol licenses and 
sell them b3' auction ; an efficient method on these lines is ivorking satis- 
laclorily in tlie Indian State of Cochin. 


The main difficult3- uill arise in the ease ol exports. The figures 

indicate a steady increase in recent 3'car.s in the quantity of tobacco exported- 
irom India. No doubt the Indian demand for tobacco is great and 
increasing, but to the best of my kiioivledgc its demand in Eiirojio is 
greater, where it is universally consumed m one form or other. The 
imposition of an excise duty may raise the price to the foreign consignee 
and hy reducing Indian exports check the production in India. To allow 
a rebate on the exiiorts alone is out of the question. Tne Government 
should, 1 think, be prepared to meet this contingency, unless it is possible 
to allow a rebate on purchase for bona fide exports; if this is done, 
the benefits should be extended equall.v to large-scale producers of tobacco 
products in India. The products of such factories may tlien be taxed at 
an. ad valorem or specific rate duh' countervailed by an import duty on 
the same or similar materials. A fixed license fee ma.y lie levied from the 
small scale manufacturers of beedies, snuff, etc., The pok<>ibiUby of a small 
revenue export dut3^ on tobacco (raw and inanufactuied) may also bo 
explored. 

Customs duties . — For revenue purposes it is better to impose impoii 
duties on all articles rather than a few, since t is coiiqiaratively easy to 
collect them at the ports without any large addition to the staff. A revenue 
duty should also he at or below the rate which yields the ^greatest revenue 
obtainable. 


It is necessaiy to make a classification of commodities and ra'tes in the 
following order: — (1) Goods, such as machinery, used* for productive enter- 
prises charged at the lowest rate; (2) consumption goods in demand among 
the rich classes only charged at the highest rate; (;i) consumption goods 
in demand among the middle classes chiefly at medium rates; (4) consump- 
tion goods in demand among all classes bnt chiefly the poor, charged at the 
lowest rate. If the article is one having a comparatively inelastic doinand, 
it can .stand a higher rate than the one less inelastic. 


The possibilities of imposing export duties on more commodities Jiave 
to be exidored The demand for Indian raw materials and food-stuffs- is 
so great that, provided the rates arc not higli. theie need be no, fear 
that the quantity of our exports will fail off. 

As regards the form of duties, one can onlv .say that both tlie ad 
valorem and specific duties as well as tlie system of tarifl valuations should 
he retained and applied with reference to the nature of each article. 

'laves on transactions, cfr.— Another important source of revenue in 
Tnrlia is the tax on transactions .such as free distnbutiqu of propert3', 
inheritance. legal aud commercial transactions. Stamp duties on all tlicso 
are legitimate and cannot he regarded, .so far as India is concerned,, as 
acting® "in restraint of trade or other foems of presumahlo 


litilltv'T^id^ lim diaierai-e very /high. All taxes act in 
iStrkit of prJsnmable personal nlility,,hul ns i-egards t lie reshainj on 
sodal utili^ it may he remarked -that in Tudm most of the transactions 
in Wertv or monev do not primn faar rosu t in an addition to the 
irtiUty^of the parties'. For example, most people borrow money to mee. 



ii necessary cxpcniliture, and even if the stamp duty puts a restraint on 
the act, which, however, it does not at proscht, there is no serious objection 
as it may induce the borrower to put off, if jmssible, the taking of a loan. 
A"aiu, in the case of landed property, most transactions are among the 
moneyed middle classes ivho speculate on land purchase or mortgage on 
grounds other than for getting the largest return from the productive 
nivestment in laiid and thus adding to the social utility. 

Taxes on judicial proceedings in the shape of stamps and fees should, 
on the other hand, bo so limited as just to pay for the cost of the courts. 
Indeed the present high rate has ‘been defended by some on the ground than 
it will act as a deterrent to tlie average Indian who is represented as being 
litigious in spirit. I am convinced, however, that resort to a court of law 
is not in the generality of cases a jileasurc but a necessity. _ Wliat cannot 
be settled among parties by appeal to reason or good faith is asked to be 
decided by an officer of the State. Moreover, inany points in connection 
with State-nfado laws — the existonco of ivliich is a now feature of the 
British judicial adinin'sbration — are so comprehensive or incomiirohensive 
that the average man who is affected b 5 ' them must be pardoned _ if he 
resorts to a competent court of law for their interpi‘etation. It is- not 
benefit that the State is rendering by administering justice or enforcing 
the fulfilment of contract, but one of its fundamental function’s. Moreover, 
resort to a court of-,law docs not indicate any ability to pay on the part 
of the litigant. 

The case of registration fees is slightly different. Though here also the 
State is called on to render a service to the party from, whom it can 
legitimately demand only the bare cost, the parlies can afford to, pa 3 ' a 
higher sum as the act of registration, unlike the proceedings in a court 
of law is simple and does not demand the expert assistance of lawj’ers and 
others who collect such an enormous toll fi’om the litigant population. 

Entertainments in India are not amusements in the conventional sense, 
but in nianj' cases are |orms of dissemination of Hlindn culture and folklore; 
their educative effect is reallj’ great in areas where the inhabitants do not 
know how to read and write. A central or provincial tax is likely to. prove 
a tax on kno^yledge and culture. Tliere is iio objection, howevei', in 
utilizing them judiciously as a source of local taxation in our cities. 

Inheritance or succession duties . — In the event of now sources of,ta.x- 
ation being required to replace old ones that maj' be condemned, duties on 
inheritance or succession may be considered. Since the bulk of pi’operty in 
India_ that will change hands at death is likely to be land, there is an 
additional argument in its favour, if my proposal' for doing away with 
periodical reassessment of land is accepted, viz., that at the end of each 
generation the capital imlue of land will be subjected to an additional 
taxation. As the landed propert 5 ' does not change hands in this way in 
the case of the Hindu joint familj', eithei- a jjeriodical levy might be 
attempted or the tax might be applied to the share of the deceased. 
A periodical levy is to be preferred in some respects, since the principle 
of the capital levy of laud ds thus extended to the joint family as well, but 
the regularity of collection, saj’-, once in five or ten j'ears, might discoura.ge 
saving or lead to the break-up of such properties. Economically, however, 
something is to be said in favour of discouraging concentration of land in 
, single hands. Smaller properties must certainly be exempted and the value 
.might tentatively be put at Rs. 5,000. The principle of graduation based 
on the size of the estate loft is superior from the point of view of the 
exchequer and can bo tried in the case of joint or undivided families. But 
in other cases the graduation ‘based on the degree of relationship of those 
who inherit the property to testator and with the amount inherited by 
each individual heir seems to be more equitable, since allowance may be 
made in the latter case to the size of the family. As regards succession the 
rates should be lower than in the ca.se of inheritance through testament 
or lack of direct heirs. 


Taxes on inheritance ought to be levied at unchanging rates as far as 
possible in order to secure equality in the distribution of their burden 
Difficulties do not seem to be great in India to make the Provincial Govern- 
ments responsible for their administration, because in most pai-ts of India 
inheritance or succession does not pass beyond district or at most provincial 
limits : in cases where they do, it inav be worth while to make some arran'-^e 
ment between the provinces affected. The advantage is that the existnur 
l.*ind revenue staff maj' bo utilized for its collection; ' " 
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As regard rates, a flat rate, as in England, is not advisable, but the 
French model based on the nnmbors of males in the family seems to Iw 
belter, ns the latter tahes into account the size of the family. 

A cb’ef administrative difficulty -will be for tlio Stale to ascertain iho 
exact value of the proportj’ left. Tho principal forms of u-caltU in rural 
India are (1) laud and buildings, (2) jewellery and vessels for family use, 
(3) hoards, and (4) money transactions. Tho first and tho last are compara- 
tively easily assessable, but tho valuo of the others is not so easy to 
determine. Open declaration bj^ the, parties seems to bo the only remedy. 
Some evasion and fraud are inevitaiilc, but in this defect these duties do 
not stand alone. 

IV. 

TJiUity services and taxafiov . — Monopolized industrial production bj' the 
•State may take two forms — (1) Production of ordinary articles such r.s 
s.^lt. matches, tobacco, etc., which can be cficctively produced under com- 
petitive conditions, but which are monopolized by the State for tho purpose 
of collecting taxation; (2) direct management or control of social monopolies 
such as the utility services like tho Bailway, the Posts and Telegraphs, 
Telephones, etc., which are from their very n.ntnre incapable of being 
worked under competition . or too dangerous to be left in the bands of 
private monopolie.s. 

In the first case the aim is clearly to raise taxes in the easiest and 
cheapest possible way, and, the State .should, therefore, fix a price which 
Avill not only bring a bai'c return on the cajiital invested, but something 
more. The articles .selected should be such that the State is more or le.ss 
an effectively Tnodueing agent; otherwi.se the lo.ss to tho consumer will have 
to bo measured more than b.v tho amount of the tax. Tho aim should not 
be to secure tho maximum monopoly net revenno as in the ease of private 
monopolists, but the recognised canons of taxation .should be borne in mind, 
viz., that it should not fall with undue severity or regre.ssively on the 
poor, and that it .should not impair the faculty ’ of the tax-paver. Pe.sidcs, 
salt and .alcohol, explosives and playing cards liiight be treated in this way. 

In. the case of the public utility .services like tho Railway, the aim should 
be to fix the rates in such a way that they cover the cost of capital expeiuli- 
tnre. There is, however, no obejclion in utilizing them as sources of 
taxation, when nece.ssary, jnovided the rates are kept ns low as jiossible. 
le.st a high rale .should tend to diminksh the demand for the services, and 
provided there is no considerable reduction in the consumers’ surplus on 
account of the rise in price. It is necessary to emphasize lliat in tho 
management of .such enterprises the working expenses .should be kept as low 
as possible. con''islont witli economy and convenience in order thaf llicre 
may bo a wider margin for taxation in case of need. 

CONCI.U.SIOX. 

In this memorandum T have merely made an attempt to throw the light 
of economic reasoning on some items of taxation in India, jiresent and 
prospective, ^fy conclusions may be summarized as follows: — ' 

(11 "While admitting that it is iinpossilile to exemjit the minininni 
subsistence level in the case of land revenue, and that the rates should 
bo based not on the income of iiei>ons alone but on land. T plead tliat tl.e 
jioriodical reassessment on the J)r^'^ent line-> should cease, the State re erving 
tin* power of reimposing rate of so many annas in the rniiee as an 

additional cess whenever the finances of the country actually necessitate 
such an im))osition. 

(2) The taxation of agricultural incomes is economically justifiable. 

(.'ll In the case of irrigation cess, the State mav take a jicrcenfage 
share of tlie value of the increased produce of land brought about by 

irrigation facilities, and when land newly brought under irrig.itioh 
increases largely in value, the State may take a portion of the iin-rea'i' b,v 
means of a betterment tax spread over a series of \eai-s. 

(•I) In the case of Mu-oine-tax. the present rail's aie fairl.v heavy, 

but the minimum of cNeinidinn may be nsluci'd to Hs. l.tKtd. 

(.*1) .Vn ex’csc duty on salt is economically .sound and its present 

incidence in India cannot be reganled ns oppressive. 

(f)l 'flu' State should be pr<‘i>ared to foiego the drink revenue .snd 
aim at jirobibition. 

(7) .\n excise duty on tobarm may veil take Ibo pkits' of tbat op 
alcolnd. 



89 


(8) Cwstoms duties should be imposed on all articles r; 
few, with due discrimination in the rates. There is greater i 
imposition of revenue export duties than are at present Tevi 

(9) The present taxes on transactions may be continiie 
stamp duties on judicial proceedings which should be so limit 
pay for the cost of the courts. 

^ (10) Entertainments are not to be taxed. 

(11) An inheritance or succession duty is permissible. 

(12) The utirty services, like the Eailway, may be utiliz 
as sources of taxation. 

Whatever maj' be the financial effects of these proposal 
however, equally important for the statesman to consider, t 
can onty point out that (1) the sources of taxation in India 
(2) no considerable amount can be raised under any of the i 
impairing the efficiency or the faculty of the vast majority of ti 
in India who are poor, and that therefore, (1) the expenses 
civil and military, should be kept down rigorously, and (2) 
functions that are now being centralized and performed by 
of the State should be handed over to village bodies c 
organizations wherever they exist, and where they do not es 
clear duty of the public and the Government to infuse suf 
spirit into the minds of the rural population so as to ena 
discharge such functions with thoroughness, honesty and ecoi 


Mr. Suhharama Ayyar gave oral evidence as follo'i 

Dr. Hydcr. Q. — ^I do not understand your statement that 
land revenue is a tax in so far as it is a compulsoiy coutril 
wealth of the landed proprietor for the service, of the public 
it is not a tax in so far as it is not apportioned to the actus 
that is earned by the individual pi’oprietor.” How'do you ma 
Is not land revenue really a certain portion of the net incomi 
Government, as the owner of the property, are taking a p( 
income. What is the precise point of the distinction? 

A. — ^The main distinction is between land revenue and 
In the case of income-tax, you ascertain what exactly is the i] 
person ha^ earned and you proceed to assess him on that basis, 
case of land revenue, without ascertaining what he actually 
earned, 3 'ou simply have a rough idea of what he is likely to ear 
a tax on that basis. 

The President. Q. — Don’t j’ou consider that, inasmuch as 
source of in-odirction, a person to whose charge it is entrusted 1 
the rest? 

A. — That is another question altogether. For instance, in 
ma 3 '’ be quite capable and may have done his best, but nature ms 
him. 


Q. — Is not the basis of land revenue just the same in the n 
countries, viz., that the person in charge of the land has a dut 3 

A. — The idea is something different. This distinction betwe 
rent is made b 3 ’ Prof. hlai\shall. 

Dr. Hyder. Q. — ^What is the distinction made bs^ Prof. J 

A. — ^In the case of a tax, it is based on the income actuall 3 
in the case of rout, on what ma 3 ’ be earned b 3 ' an individual of m 

Q. — You do not believe in compelling people to cultivate I 

A.— No. 
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)) A’- ^ * “^ Ifind, To a cortnin oxlont, Wie 

riilivction al Jnnd roroiiuo ntipairs odicioiicy in tlinl respect also. Most of 
our people arc poor, and when fho amount lias got to be paid out of the 
lucoino Irom land, there is .so much the loss available for purchasing cattle 
seed'', cU'. As a matter of fact, ilie poor ryots go and borrow monov for 
purciiasing cattle. 


Q. — Aren’t (he pooi)Io also litigant in spirit? 

A.-- 1 do not su))i)ose so. T have not come across a large number of 
jieojdt' who go to the law courts I'oi' the more fun of it. 


(,>. — 1 thonglit- they W(>re. 
A. — No. 


Q. — Your i)aint is that if there were lU) land revenue, the rents would 
remain to the cnltivnlons, and they migJit .spend it on improving the soil? 

A. — Yes : .some peojjlo are extravagant, l)nt to hrand the whole lot of 
enltivators as extravagant is going too far. 

Q. — WHiai improvenionts could they ctfect on the land? 

A. — was not referring to permanent improvomonts, but was simply 
thinking of running expenses. Permanent improvements are beyond tho 
capacity of most of our ryots: the bigger landlords must take part in that. 

Q. — ^^Vhat are running expenses? 

A. — Purchasing cattle and .seeds, digging wells, etc. 

T/ic l^i'csident. Q. — Don’t the cultivators in Madras spend a very large 
sum of money in permanent improvomonts every year, which they borrow 
from Government under the Agriculturists’ Loans Act? 

A. — I am refciTing to tho poorer classes. There are middle class land- 
owners who certainly try to invest in digging wells and all that, hut the 
major portion of tho amount that is borrowed by cultivators is for running 
exi)onses. 

Q. — At the toj) of ])ago 82 in your written statement, you say: I liavo 
no doubt that a rise in the ])rice of agricultural produce — more esiiecially 
food-stuff — is not a crilcrio'n of economic prosperity for the vast majority 
of our ryots.” Is this because the cultivator consumes much imponed 
goods ? 

A. — Not only imported goods, but liis own goods. Take jiaddy, for 
instance. The price of paddy may have gone up. but he must have the 
same amount of food as i)reviously. 

Q. — Still there imist be a .surplus. 

A. — He is not going to sell it. 

Sir Percy Thompson. Q. — Your argument is that he consumes all he 
produces ? 

A. — At the same time, he has to sell, because lie has to meet his other 
expenses, o.g., on matches, cloth, kei-bsene, etc., and he has also to pay the 
Government kisf. 

Dr. Hyder. Q. — Do yon mean to say that he does not get enough to 
maintain himself and his family F 

A. — Yes. He may have to get it in other ways, .e.g.. by way of cooly 
labour. 

Q, — Cooly labour is not agricultural labour. 

— ^Transport and various other kinds of cooly labour. 

The President. Q. — ^^Voukl you prefer fixation of the existing revenue 
subject to the addition of an emergency cess, or a tax on agricultural 
incomes ? 

would prefer an emergency cess. 

Q_ ^js income-tax on agricultural incomes economically justifiahla? 

A. — Yes. 

Q Qj^n you do anything to equalise the incidence of land revenue 

in the different districts, or would you standardise the present inequalities? 
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A. — 111 .sonic eases, (lie incklciuo i.s pretty licnvy oven as it is. In .somo 
cnse.s it is not. iMnch depends on the history of a ])articular district, I do 
not suppose it is jiossililc or necessary to have Hio smne iiiridencc tlivongliont 
India. 

Q. — I.s it not de.sii'iihle to have Uie same incidence? 

A. — It may lie desivnhlo, hnt in that case new re-nvrangemonts of the 
economic areas might he necessary. Some districts may bo more fertile than 
others. 

Q. — Would yon agree that, (here would be very great, difforeitco in 
assessment between a district settled .'td yeans ago and one settled last year? 

A. — ^Yes. 

Q. — I'liere is no iiistiiicatioii for (!ml. difference; it simply results 
from Ibe fact tliat different comniulafion rates jirevailed in tlio.se vears. 
It scorns' to me tliat your .scliomc involves a porjictnation of that difloroncc 
to all eternity. 

A. — To .start with, if you approve of tlie plan, we can have niovo or loss 
•a uniform incidence, and liegin work on a clean slate, hnt njnirt from doing 
away with glaring inoijnalitics hetween districts or jirovinccs, I do not 
think it is noccssai-y to do that. 

])r. Under. Q. — As regards irrigation, T nndoi^tand you to say that 
the ideal .system would ho only to charge as much as it costs Government. 
On the other hand, yon say that it is the duty of Government to look at tho 
question from another point of view. I siqipo'-o yon mean that Government 
should develop irrigation sclioiiios? 

A. — Yes. 

Q. — So that, your idea i.s llmi Govornment should run ihe.se concerns 
even if they cannot pay? 

A. — Not iiecc-ssarily. 'Die aim must l»e to get the cost, hut in some cases 
it may not he possible. 

Q. — Supiiosing there are two scheme'' — one aliich can pay the cosi. 
and aiiotlicr which cannot. You say that in the first case Governmont .should 
only get what it costs them. But if the cultivator iioiicfits much more, 
don’t you think that Governmont should charge wliat the cultivators can 
afford to pay? 

A. — ^Yes, 1 have inoiiiioiied that in my written sialomcnt. 

Q. — ^As regards irrigation rates, would you have uniform rates for each 
tract in the Presidency or varying rates? 

A. — I think we should have varying rato.s, taking into account the 
particular circumstances of districts. ] think that will he more ccpiitablo 
than having a uniform rate. 

Q. — ^Wlien the irrigation costs more, yon will have more, and when it 
co.st,s less, yon will have loss. 

A. — I think there is no objection in th.at. The hnsine.ss of 1lic State is 
to tax in .such a way as to get out of the people what they most couveiuently 
can pay. 

Q. — ^You would he henoftting tho cultivator in tho di.strict at the expense 
of the general tax-payer, 'f’hc man in the favourably .situated districts 
might ask why ho should he chai'gcd more, whilo the other man is paying 
less. 

A. — In all those luattors. you must more or less take tho country as a 
whole. I do not think it is right to take particular di.strict,s. In imposing 
5 'our _ rate in a p'articular district which benefits greater than another, 
certainly the ryot’s_ share of the benefit is increased, and hence his capacity 
is increased. He is called upon to pay onlj' a certain proportion of the 
benefits ho has received. So lio cannot comi>lain. 

The President. Q. — ^You say that forests and, to a less extent, mines 
might easily he made to contribute moi-e to the revenues of the State. Have 
you any scheme in your mind? 

A. — ^No. I have not made any special study of it. 

Sir Percy Thompson. Q. — ^You are satisfied with the income-tax system 
in India with two exceptions? 

A.— Yes. - . ^ 
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Q. I' list of all. YOU iliiuk that agricultiirni 
A. — ^Yes. 


iiu-ojiics inigiit Ih' tax-^jv 


Q. Seeondl.v, you think that on husiiiess 
(JO ou a three years’ average? 

A, — ^Ycs. 


profits tiio assC'Sincnt nuiy Yell 


Q.— On ivliat grounds do you justify a tax on agnculiiiral incomes? 
ability to pay for the needs of the State. 


Q. ^\heIl the landlords paj- a tax of sonioihing like .30 
mcoiue (ly svay of land revenue, is not this a tall order? 


per cent of tbeir 


A. I do not tiiiulc so. The incidence of land 
on tile ryots or on the tenants, and the agricultural 
IS, I think, net. 


revenue generally falls 
income ot largo oTniers 


Q- you increase tlic land revenue, does the rent also iiirrcna-? 

A.— riial is niiat i.s taking place on the West Coast. When a tmianl 
Olliers into a contract nitli a hig landholder, he undertakes to p.nv tin 
present land revenue as nell as the future revoiiuo ivlilch tlio State might 
impose, together svilli any kind of cess that might ho levied on the laud. 


Q. — 7’liat is e.xceptional. 

A. — Wherever there is pressure of the population on the soil, vou may 
expect the shifting of the revenue on to tlio tenant. 

Q. — ;fn some provinces there is tenancy Jogislatimi and the landlord 
cannot increase the rent. 

A. — That may ho an exception. 


Q.™ In that case you ivould not .say that the landlord is always able to 
shift the burden of land iwoiiue on to the tenant. 


A. — Kvoii in thac ca'.o, yon have to look at it from (ho point of siou 
of tlio >Statc. Jf the .State really rcfjiiircs more money and if the huid- 
ownors arc cajiaiilo of paying it, I do not think (hoy can rai'-e any great 
objection, 

Q. — Suppo.''C llie laudowiier.s pay a land levenue of .'•eiiicf bbig like 
40 per cent of their income. If tlie Stale wants more money. ;.honld no: the 
State really go to the Inisitwss men and make them pay -10 per rent 

•A.- -'i'iu're i'. a limit that 1 have j)ut iliroimli. The major portion 
of t!io sfuaiier huuiownors will be e.x'empi fiom that tax. My nbole point b. 
that the incidence of land n'veiuie falls in siicli n w.iy limt lln' { etire'.f 
cla-'.-'Cs are Iiearing a di-propei tioiiaie share ef (ho v.imh' burden. That 
must lie remedied, 'riiere e.ie certain peojilo wlio receive a larger nmmint 
from (lie land and who e.-ni lOioiTi to pay a tax. 

JJr. llydcr. Q. — Have yon many smb people in liie Pre idcin v; 

Tlial i“ a mailer for the administra'ors to work out. 

Sir /'rrr;7 Thompson. come, t" tin'" ibat you rant ftm bmd 

re\einie sv.-lcui gradimled like iutnme-l.;\. 


( he SI hi <»t 
tan to 

..mentf. 


A . — Vos. 

0— IXm't sou Ihiiil. tbe uMiil of liml will be te udm. 

land/iweuuc em.nm.uAyv You nould exemj.t (he Miudler iv...- 
millions ? 

A.^J do not want the .-.malior rsol-^ to be ex-mp:--!. He..i 
slnnibl be disonitium d. , a , i < 

g..~You made ibe .Valemcnt Unit 

and that be numl be iel!e-.(' ! am; J.Mmey se i.e « ■ 

A.— No. ^'bat 1 am jj.niM imt le- rnu'e nn ex-i e 

ii;: S’ f ™,,T: iv:;' 

basis. n-n-P'-t’.f <•! >*'' 

virnnw-. _ . , _ r.{ ..vHr? 

Hr. nehl. Yee.; , uPP. n-er.- 

s* largo uni! - et eper.a.i^_— 
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but not 
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to pay land revenue and any enhancement in cesses. When you Increase tlie 
land revenue on landlords, the burden goes on to the tenants. How do 
you meet that? 

A. — There is that possihilibj', but you would tax them only after you 
ask them to declare their incomes, so that they may not have the tendency, 
especially if the tax is not heavy, to pass it on. If the pressure is very 
great, he will try to distribute it. 

Q. — You said that there was no iirovision to iprotect the tenants. 

A. — Only in ryotwari areas. 

Sir Percy Thompson. Q. — Isn’t there this difficulty about the three 
years’ average : that a man who made a losa throughout the year may haA’^e 
to paj' income-tax on x)rofits made thi'eo y'ears age? 

A. — 1 think I said that the rates .should be settled on the basis of the 
income earned, e.g., in tne second year it will be n less amount, in the first 
year more. The man will then get some relief in the income-tax. 

Q. — Suppose a 'man made Rs. 1,00,000 in year 1, Rs. 50,000 in year 2 and 
nothing in year 3^ but lost Rs. 50,000 in year 4. In year 3, he will he 
charged on the average of the total of Rs. 1,00,000, Rs. 50,000 and no rupees. 
In year 4, Avhen he actually made a loss, Avould it not be difficult for him to 
pay income-tax? 

A. — I think some provision should be made for that. 

Dr. Paranjpye. Q. — If he has to make provision for that, would it not 
be hotter to pay income-tax immediately after earning the income? 

A. — 1 merely put it in that way', so, that firms ivho make no profit in the 
course of three years may get some relief. I am not very keen on it 

Sir Percy Thompson. Q. — In England they had the three years’ average 
system : in response to pressure brought by the commercial community, 
the Royal Commission that sat in 1919 reported in favour of the adoption of 
the previous year’s income. Do you agree to that? 

A.— Yes. 

The President. Q. — With regard to excise you say: “The State policy is 
boiiietinios summed up in the formula: ‘Maximum revenue with minimum 
consuinxition’ . The economic fallacy behind it is that drink, when it 
becomes a habit, as it does among the classes addicted to it, is an article of 
comparatively inelastic demand” ; and you give a table of statistics. Have 
you brought your ^ble up to date? 

A. — That was ivhat was aimilable to me, 

Q. — From the latest figures we have got, I fin'd that the numiier o) 
shops has been reduced from 6,008 to 5,917 ; the consumption in thousands 
of proof-gallons which stood in your table at 1,728 has since been reduced to 
1,528. Is there not a good deal of difference? 

A. — No; I don’t think there is. When you reduce the number of shops, 
you are aiming at xirohibition ; there are less facilities provided. 

Dr. llydcr. Q. — Is it your view that the demand for liquor is absolutely 
inelastic? 

A. — ^Yes; more or less. 

Q. — Whatever changes may take place in prices, they can have no 
ofl’cet on the quantity consumed. Is that your I'iew? 

A. — It Avill depend on the indiidduals. But as a rule, that i.s my 
opinion. I just enquired from one or two persons who are addicted to 
drink, and they say that nothing will stop their drink if the shop is there. 

The President. Q. — ^If the .shop is nob there? 

A. — Ho will not drink. 

Q. — He will make drink for himself if ho has got the habit. 

\. — Bub the poorer classes may not have the facilities. 

Q. — ^Has it not boon said that everybody has got a boor tap in his 
backyard? 

A. — That may be. But genorally Iho oAvner is an agriculturist and ho 
Tn.ay not permit that. BccaAwo most of the people Avho drink belong to 
Ihc depiessed chis'^es. 
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arorf i.c??"''’- «■<> 'ri” ioop .to- 

may ho (liflicinty in ST 

?utn."'So'Sa®‘"*° I L“n 

avorifEO mimbor ot ‘‘■'i tlm 

™ l.«3 ana fo>' W22-23 it ivas 2,001 as a iSt ofliSf” 
of facilities and mcrease of prices, and it lias been declared in iSv of 
the provinces that illicit production is out of control-' ' ^ 

^ said, it ma 5 ' bo a difficult problem to deal ivitli the 

fT ^ tbal if you 

at all— of couree that is quite a different question 
apart from the question of taxation-cerfcainly, the only means of doinc: it 
IS to aim at total proliilntion. That is, if you want to reduce the dnnk 
habit, you must have total prohibition as your goal, though it <>annot 
bo brought about all of a sutldeti. 

Q- But call jou saj' so as a result of tlie study of the effects produced fa 
other countries ? 

A.—tSo is the case with regard to other laws. There is law against 
theft and there are so many laws against various other bad habits. 


Q. — ^You regard theft as a habit? 

A. — It is a wrong against the community— socially bad or anti-social. 


Q. — Goiisumptioii of an article of wliich you disapprove is a habit which 
you put on a par with theft? 

A. — Of course, there are differences. 

Q. — ^]May I ask you whether you are speaking as a result of the study of 
facts ill other countries? 


A. — I fully admit that in the case of America, for instance, there may 
be illicit distillation. You cannot change the habit all of a sudden. But 
you can reduce it bit by bit. Now what happens is that even children 
of two or three years are taken into the liquor shops and toddy is forced 
down, their throats. 

J?r. Jhjclcr. Q. — ^Against their null? 

A. — Children do not know what it is. 

The President. Q. — Ik it your personal obseiwation P You have seen 
toddy being forced doiyn the throats of children in the shops? 

A. — ^Yes. 

Q.o—pid you prosecute the people concerned? 


A.— No. 

0._.you say it can be reduced bit by liit. From the roports we fmd 
that for the quinquennium ending 1923 there has been in the Central 
Provinces a reduction of 58 per cent; in the United Provinces 59; the Punjab 
58- Bombay 29; Assam 24; Bengal 18 and Madras 9. Js that not little by 
little? Is it not what you want? 

A Blit there is one thing. Looking at it from the point of view of 

I . f (siilv nuite anart from the general question of clrunkeiiness, it tails 
ten W ^upon^ elassel of the popffiation udio are the leasa 

ibie to be£ it. There may be a reduction m the quantity of drink. If 
Ton 5ti at'total prohibition the revenue also must go. 

0 -But the consumption would continue, though the revenue goes. 

I-Tlic effect of law on persons might lie such that you can effect some 

impiov^eut. by levjdng a snper-tax 

on l^nlreten^and a provincial surcharge on income-tax? 


t' fbis is done as a result of voting; would you be prejiared 

to taxation yonrsoH for the enforcement of your opm.oo 

’'I'lirpk?°otSt to. I do net tee anr reacon 1 Aonld not. 
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^ Q.__But you have proposed a super-tax. Will it fall on the community 
who are hiost anxious to bring in prohibition? 

A. — ^The tax on tobacco, for instance, will fall on the poorest class 
as well. 

Q. You think the ryot would be ready to bear the burden of a super- 

tax on land revenue. It would mean almost double ^the land revenue. 

I have put in a limit — ^those who pay a hist of 100 and 

above. 

Q. — Have you studied the number of people who jsay a hist of Us. 100? 

A.' — think 80 per cent will not come up to that limit. So the amount 
would be very small, no doubt. 

<J. — So what would you do for the rest? 

A. — For the rest I can onlj' suggest iiici'case in other items, both 
direct and indirect taxes. 

Q. — May we go to tobacco? You propose an excise and you say, “The 
best method seems to Ije to regulate the sale q| raw’ tobacco when it is 
brought to the market by the prohibition of wdiolesale and retail sale except 
under a license.” Do you think it wdll be practicable? 

A. — think it will be. 

Q. — Have j’ou estimated the profit j'ou would derive from it? 

A. — ^No. 

Q. — Do you think that this Presidency w’ould secure as large a revenue 
as Cochin or Travancore? 

A. — Of course, you can get a lot from the West Coast. In Cochin, for 
instance, you get lakhs from tobacco alone. In other parts of the 
Presidency the hiri is the most common form in wdiich tobacco is consumed. 

Sir Percy Thompson. Q. — Regarding customs, you say, “For revenue 
purposes it is better to impose import duties on all articles rather than 
a few, since it is comparatively easy to collect them at the ports without 
any large addition to the staff”. The best instance of a country which has 
customs for revenue purposes alone is England. But now England has a tai’iff 
duty on very few articles indeed, like alcohol, tea, coffee, etc. Is it not 
rather harassing to have every little article subject to customs duty? 

A. — ^But the commodities that are imported into our country are not so 
universally consumed by all classes. We have very few commodities of 
that type wbich are consumed in all parts of the country in the same 
quantities. There are commodities like the mill-cloth, for instance, consumed 
mostly by the middle classes ; and machinery and commodities like xhat are 
only consumed by the producing classes. 

Q. — It may be yoxi may not get the revenue you require by taxing a few 
articles. But surelj’, if you can get 3 ’our revenue from a few articles which 
are in common consumption, there is much less friction than if j’ou are to 
tax every sunclrj’ article coming into the countr 5 ’. 

(No answer.) 

Q. — In regard to export duties, w’ould j’ou accept the proposition that it 
is not' justifiable to put an export dutj’ on commodities unless thej’’ are in 
the nature of a monopolj’? 

A.— Yes. 

Q. — ^Is it not the case that the articles on which 5 mu can put an export 
tax in India are few? 

A. — ^Yesj veiy few. 

Q. — ^You saj’ jute is a monopoly? 

A. — ^Yes. 

Q. — ^^Wiat about rice? 

A. — Rice is more or less a monopoly in Burma; and I think a tax on 
rice will be shifted to the foreign consumer, provided it is not very high. 

Q- — ^You think Burma fixes the world price with regard to rice? If the 
price is fixed elsewhere and Burma has to compete with it, surely if you had 
an export duty on rice, it must be paid by the Burmese producer. 

A. — ^Yes. Jfy idea is that there is some margin in the case of Burma 
rice; so that if the rate is not very high, it is likely to be passed on. 
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Q. Yoii say tliat' is the case irith tea? 

- in the wSd’ Indian tea there has been an increasing demand 

dut;VeS- b?£H'" ™ t"i 

already, oftoinW!" Then th5e 

■ Q.~Is there a demand for Indian raw cotton? 

A. — ^Yes. 

, , Q~In normal times, do you think' that if yon put an exmoi-t rhiHr 
cotton, It uronld not affect the export? ^ 

. does, the State might revoke tlie duty. It depends unon tbo 

circumstances. The foreign demand for our commodities must be takmn into 
account in imposing the duty. 

Q.— It will be rather disturbing if these duties are to be varied everv now 
and then. 

A. — At least it will last for a year. 

Q.-— With regard to taxes on transactions, yon say; “Another important 
source of revenue in India is the tax on transactions such as free distribution 
of property, inheritance, legal and commercial transactions”. And then yon 
sa.y, “Taxes on judicial proceedings in the .shape of stamps and fees should 
on the other hand, he so limited as just to pay for the cost of tho courts”/ 
Has this principle not been observed in Hladras? Tlie foes wore only rai.soci 
last year as an exceptional measure. 

A. — I have no idea. Hut T think tho State malres a lot of money out 
of judicial proceedings. 

Q. — Not before 1924. 

A. — Possibly it did not. 

Q. — ^You don’t approve of an entertainments tax? 

A. — ^No. 

Hr, Paranjpyc. Q, — Yon arc generally in favour of inberitanco and 
succession duties? 

A.— Yes. 

Q, — You consider tlial ns a fair tax? 

A.— Yes. 

Q, — .'Wliat would be the nature of that lax? Did you study in detail 
tho death duties in other countries? 

A._I know some general features of the death duties in England 

Q. — Wliat arc they? ' 

— ^You get some information in llie fpiostionnairo itself. 

0 —Heath duties in England consist of two parts; one is an estafo 
dutv on the whole estate at a progressive rate, and the other is a legacy or 
a snecession dutv eliarged at difToreut rates according to the degree of 
Relationship. Do' you lliink both tbese kinds of duties together .slioiild form 
tbo dcaib duties iti India? 

O -In Dm case of a succession by a distant relation, the rates should be 
high^as also in the case of largo estate.s; and you sl.onld also have a 

progressive duty? 

A.-7-Y0S. these death duties is with regard 

,0 rV.... .0 U,o. 

ill tile rase of n Hindu joint fannl.v. e ,1 

lo il.o nr»r»rtv or ocronlioK lo tho *''«ro "f < 

death duties are sinipUfiodr 


A. 


beraw.e 

IJiit in 


Q.„Now. in England these deal , f 

ai/SalnJ’ir=.,r" ko-l'Vo'pblV not onl, on iho dooH, of n 
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particular person, but also on the birth of _ a particular poi'son. 
in fact, a man’s property, either actual or potential, is increased liy the 
death of someone in the family and is decreased by the birth of some other 
person. Idiercfore, if you want to assess thc«c death dut.es jiropcrly whoncvei 
aiij' in'oj^erty passes, either actually or potoutially, theoretically at any rate, 
you must have death duties both at the death and the birth ol a pcr.soii. 

A. — think it will ho possible to ostimato the share of the deceased at 
the particular time when the death lakes place. 

Q. — ^You agree in the I’lrsL place that, whatever the (ax may he, it 
should ho uniform on all the communities? 

A.— Yes. 

Q. — If your system is one which favours one community more than 
another, it is a had tax. 

A.— Yes. • 

Q. — ^Now take a Chri.stian and a Hindu, and to make matters extremely 
simple, 1 take this illustration. Suppose tliero is A. a Christian who iihs 
a sou B; and there is a Hindu C who has a son 1). When llic Christ ian. A, 
dies, B inherits the ir/iolc estate. Let us suppose that both thc.so families 
have jiroperty of the same v.aluc. When llm Hindu. C, dies, seeing that wo 
are governed by the IMilakshai-a law in many parts of India, 1) inlierits 
only half the property, because the other half already belonged to liiin 
and he corild have claimed partition at any Lime. 

A. — ^But in assessing f), you can take the whole estate into consideration. 

Q. — So that your jjrinciplo that only property passing on death would 
be taxed will not apply. 

A. — ^Wg have to take the whole. 

Q.~Now take the other side. If B were to die, no property would pass. 
On the other hand, if I) dies, liis half property would pa'"< to his father. 

A. — ^But in the case of A also it passes to somebody. 

Q. — But while A was living, B bad no share in tbo family propoity. On 
the other harrd, in the case of the Hindu, half the property belongs to C 
and a half to I).- 'NYhou H dies bis half of the property will pass to C. 

A. — have no experience of the legal aspect of the case. I do not 
see any great objection in making tbo ]n-aclico nniforin, viz., when tbo son 
dies during the lifetime of bis father and leaves no heir to succeed him, the 
property may be left untouclicd; if a partition is ctfcctod. a successioji duty 
will be levied. 

.Q- — You agree that all the communities should be treated exactly 
similarly in respect of the inheritance or succession duties? 

A.— Yes. 

Q- — ^Then there is the question of how to deal with this tax. Y’ou say 
that these death duties should be entirely provincial. 

A. — Yes, managed proviucially. 

Q- — ^In tlie case of management there would be a groat difficulty, l)ecauso 
a man mignt have property in two different ijrovinces. 

That is very seldom. It is not a normal feature. 

Q- — There may he shares in a conipairy located in various provinces. 
It may be Government secii.vities. In what province are they suxiposed to be 
located? 

-A-. — Of course there may be some difficulty with regard to that. Ex^t sneli 
cases are very few in India. 


Q‘ — 3 'oti agree that these duties should be levied at the same rates in 
all provinces, or would 3 'ou have a higher rate of duty in Maciias, oi 
instance, and a lower rate of duty in Bengal and so on? 


A. — ^No. The duty must be uniform. 

Q. — Don’t you think therefore that so far as the 
concerned, there must he a common administration soi e o 

administration of income-tax? j.- 

A.-I am not opposod to that, Tt ia a pnestion of aaonn.strat ,^0 
expediency. 


Y1I-X3 



98 


Q.^How do you arrive at this exemption limit of Es. 5 0009 

smalJeV estate”, mfdbTlLmp^^^ prineiple is that’ people mth 

the 2a7jrottbsiSoe“?"'“ ^.<>00 is just on 

A, — ^Yes. , 

propeVaniTu® olid™' Slf tlliratd^lf^oif »* 

easily assessable. I should luire thoiio-ht +bo+ iot,, u ^ comparatively 
be easily taken into account “ jewellery is ono that can 

A. ^But people might conceal it. 

difficulties are 

A.— Yes. 

i-.a regard to partition, you want to have death duties in order 

to catch hold of property when it passes from one hand to another without 
proper consideration. Now among the Christians a son has no riaht 
to claim a partition, but among the Hindus in our part of the country the 
son has a right to claim partition. Now if these death duties are levied 
the tendency will be generally for every one to ask for partition in order to 
escape the duties. 

A. — I would impose a duty whenever the partition is effected. I sugaest 
a duty on partition. 


ii. SHRyAU? AltA'YASTJk RAOj Servants of India Society, 
Madras, was next examined.' 


Written memorandum of Mr. Suryanarayana Rao. 

Q. 1 . — Agricultural statistics . — Unless one hias practical experience of 
the various methods adopted in arriving at the estimates of crops, it is 
not possible to criticise or suggest other adequate measures for the iiurpose. 
Such criticism as is offered is based on the remarks contained in the 
appendices to the estimates of area and yield of principal crops in India in 
1922-23, where the methods of framing estimates of crops and methods of 
collecting statistics are narrated. The memorandum on the average yield 
per acre of principal crops given in the Quinquennial Report for the period 
ending 1921-22 has also been availed of. 


Method of framing estimates of crops . — The acreage of crops in areas 
where there are trained village ' establishments can be deemed as 
fairly accurate. For areas containing permanently-settled estates, lauds held 
on privileged tenure and unsurvej' areas, I would suggest that Local 
Governments should frame laws wliich would make survey and the mainten- 
ance of trained village establishments compulsory. Evidentljq tlicic is no 
scope for legal enforcement of these at present. If this is done, the meliiods 
followed and the statistics gathered will bo mm-e accurate. At any rate, 
there will be a uniform method throughout the countiy. 


As regards calculation of areas under crops, I am inclined to agree that 
the area sown is most important, and the fact that the crops did not come 
to maturity need not be taken into consideration ; for as it is stated m the 
‘methods of framing estimates of crops , tho failure of crops affects their 
outtorn and not the acreage. As regards the o.xcoption mentioned, 1 imild 
like to point out if the .sowings of the forecast crops arc to be ^ 

fnifiu'p the other crops raised on tho same land should bo taken into 
to tailuie, tne on 1 Leaving this area out of account 

account i„ethod. Witli reference to tho .sovoral crops 

altogether is tim area to ho returned .should ho tho area 

raised in a mixed I ^ ^ for p^„.posos of outturn tlio yield 

is being followed now. 
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As regards standard of normal outturn, it is stated to be the average 
yield on average soil in a year of average character. It is very difhcult 
to say what an ‘average’ in all these cases will be unless a series of normal 
years are oaken and tiie average is ax’rived at. I do not think that it is 
right to say that the average of a series of years’ figures is merely an 
arithmetical average. In my opinion, that is the real average. The crop- 
cutting experiments will then enable us to see how far the yield in a 
particular year is above or below the average. The average may change 
perhaps from year to year. 

The estimate of outturn should be arrived at by crop-cutting experi- 
ments conducted in each village by some responsible revenue official, say, the 
revenue or jirha inspector. These estimates may be compared with those 
.made by the village officers whose estimates are the purest guess work. 

In arriving at either the estimate of normal outturn or of the quantita- 
tive estimate ot outturn, the figures relating to the results on the Government 
farms are often misleading. The efficient methods of scientific cultivation 
on these farms naturally yield better results. 

As regards the method of collecting statistics, I believe the S3"stem 
adopted in Madras with the adoption ot suggestions made already is the 
best method. All provinces may usefully adopt it. I his method should be 
made applicable to all classes of land, if necessaiy, by legislation. 

If the methods suggested above are followed, the fear of either under- 
estimation or overestimation will be greatly minimized. 

Special crops. Tea . — The Government should insist on the gardens 
sending figures of production. These may then be subjected to the scrutiny 
of the local officers. It is stated in the Indian Tea Statistics, 1923, that 
“sxiecial efforts were, as usual, made to iirocure returns direct from non- 
reporting gardens and these efforts have so far been successful except in 
Southern India”. In any general legislation passed for the collection of 
statist.es, the Government should insist on the supplj' of figures relating to 
tea gardens. 

Cotton . — If agricultural statistics are properly collected, the quantity 
produced will be available. The accurac3' of this figure may be tested with the 
help of other figures given under this head in the annexure. 

Figures relating to rubber and jute seem to be fairly accurate. As 
regards coffee, all plantations in extent even below 10 acres should be 
compelled to send the figures of production. 

Live-stoclc . — ^A cattle census should be taken ever3' 3'ear in all villages. 
This is not a difficult matter as the village officers are generally well informed 
about the cattle in the village. Perhaps, a distinction will have to be made 
in such a census between cattle useful for agricultural purposes and others. 

Forests . — Statistics of the kind now prepared for Government forests 
should be called for relating to forests administered otherwise or private 
forests. These can bo checked by the forest department with reference to 
Iiroduco in the neighbouring Government forests. 

Industrial statistics . — The methods now adopted seem to bo satis^ 
factory. The industries department of each province should be held responsible 
for these .statistics. This will be possible and will work satisfactorily 
if all industries, including mines, etc., and labour are made over to tho 
responsible part of tho Local Govorninents. At any rate, the3' should be 
provincialized, subject, it raa3" be, to the residuaiy iiowcr of tho Central 
Govormnent to legislate on matters affecting industries in general. 

Statistics of prices . — Nothing can be said against tho present method. 
The defects pointed out 115- tho Sugar Committee are inevitable and are not 
inherent in the method adopted. Evcr3' effort should bo made to avoid the 
defects by tho officers being asked to pa3' more attention to them instead of 
treating them as part of their routine work. 

Income-tax statistics . — ^Returns relating to the various trades and pro- 
fessions of tho a'ssossccs in each grade discontinued since 1917-18 .should bo 
revived. 3hc3’ have veiY useful purpose in determining the .souices of 
taxalioii and aKo in finding oul the unearned increments, etc. 

t^tntisfic^ of n-ijfjc-carncrs. — Legislation i-. neecs'-ary for llie puipo^c. 



100 


i-eorganisation of the Public 
defects noticed in the censvts if I In n^f ^rfi 

Public Health of 

^ additions to make to this list. I nrefev it a moiimri 

H^Ste^' ffoill'hhe t f iollowet by 

^ 1 . piatei, J. -HonJei like to say a feiv ivords as the estimate reJatpq tn miv 

Presidency. In assessing the noii-agricnitural income, lie has simply followed 

Lord Curaon, viz., tlie non-agricultural income being 
taken at oO or 40 per cent of that from agriculture lor the number engaged 
in non-agnciiltural occupations being 40 per cent of those engaged ®in 
a^iiculture. nether this melliod can be applicable to an industrially back- 
ward province like Madras, is a point that should be considered. It is more 
tliaii one can say that the proiiortiou tlie iioii-agricultural income bears 
to the agricultural income is the .same as the non-agricultural population 
bears to those engaged in agriculture. Anyhow, it is an arbitrary method. 
So, it IS hotter to adopt the method followed to arrive at the agricultural 
income even in finding out the non-agricnltnral income. 

Q. 3. — I agree tliere are no corresponding figures except in the matter . 
of income-tax. 

Q. 4.— I have already suggested in answer to Q. 1 how the statistics 
now collected can be made adequate and more reliable. But legislation will 
be absolutely necessaiy if exact figures are to be obtained. 

Q. S. — I do not think it is worthwhile undertaking a census of production. 

Q. 6. — advocate all-India legislation on similar lines. The Bill intro- 
duced in Bombay may not satisfy the requirements of all the other provinces. 

Q. 7. — They have a very real value in enabling the Government and the 
lieoiilo to know how far the economic conditions have iniiiroved and how any 
legislation passed has affected them. Besides they will help the Government 
to find sources of taxation from the data collected to arrive at the estimates. 

If a particular tax has iiroved obnoxious, tliese estimates will enable the 
Gorernmeut to shift the burden on others on nhom it is light. 

Q. 8. — The list given in aunexuro 0 cannot be deemed satisfactoiy as 
they contain i-esults of spasmodic efforts made bj' certain individuals and 
oi-gauizations. So far, no sj'stomatic economic survey has been carried out. 

I would advocate the need for economic siirvey of typical villages in the 
districts. Unless this is done, the enquiry cannot be considered to be reliable 
for the purpose of arriving at ilio real incidence of taxation on different 
classes. 

Q. 9. — 1 would divide the population into two classes, agriculDural and 
non-agricultural. This is only a broad division. If only direct taxes are 
being paid, we can arrive at the incidence of taxation very easily. There are - 
a number of indirect taxes paid, vAiich naturally Jiiake the iucidenco of 
taxation apparent and not real. This will be the case as long as iudarect taxes 
remain. Family budgets may prove helpful in forming some approximai-e 
idea of real incidence. 

Q 10— The latest budget figures give the revenue derived from sale- 
proceeds of waste lands and redemption of tax as Bs. 6.2o lakhs, ho 
separate figures are available regarding penalties, etc. 

Q II I ani not aware of any other items except .sale of trees a Inch 

I am informed is included iu revenue from forests. 

Q 12—1 am not quite certain if any part of the reyonuc denved from 
forests' cai. coasicteLl to be falling tullim the cteSnition ot .aa. 

-lo Government should be content until a cqimiiercial roiuin. 

The lieSnt aVats i" ‘I'a 

competitive price. 

Q.14.-The element 

SiuEy soS As far as I a,n atrare, I believe there is an element of 

taxation m all these at shonltl depend upon the sonrees 

Q. 15.-I thmlr so. Th® ^ invested and tho cost ofmainlain- 

tooTS “on&. those M ill have te bo taboa consideration ,n 
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th6 case of prodvicbive works. The charge for water suijplied should he a 
commercial return dependent on sources to avoid invidious distinctions which 
will result if the rates are based on the capital invested. The irrigation 
schemes are intended to increase the agi’icultural prosperity of the country. 
They should not bring in more revenue than a commercial return. 

Q. 16. — A betterment tax may be imposed. The betterment contri- 
bution shall be annual for such term of years, and at such uniform 
percentage of the increase in value not exceeding 5 per cent, and it shall be 
.levied according to the principles that govern betterment tax in the case 
of town-planning areas. 

Q. 17. — ^IVater-rates and betterment tax should be collected by Govern- 
ment direct from the renants. 

Q. 18. — think so, unless the rates charged for services is more than 
the cost for such services. But they do not fall under the category of 
taxes imposed on the general tax-payer. 

Q. 19. — ^In ari’iving at tlie general incidence of taxation, taxes imposed 
for expenditure on jDarticular localities shoiild not be taken into con- 
sideration. 

Q. 20. — As the benefit derived is indirectly by the whole community, all 
taxes, whether paid bj' a particular class or the whole community, may 
be taken into consideration in arriving at the incidence of taxation for 
that locality, e.g., water tax, educational cess, etc. 

Q. 21. — ^No taxation either direct or indirect can be considered to 
bo Amluntary unless it be that taxes are paid for particular services rendered 
for a particular class of people. Then they become fees. 

Q. 23. — This is not the case in the case of drink. It imposes economic 
burden on the families of drinkers. It cannot be considered as optional as 
the drink habit becomes irresistible as is the case with all evil habits, 

Q. 24. — I am in favour of tax on entertainments. As railway travelling 
has almost become a necessity, it Avill not be a tax on business but on 
necessaries. 

Q. 25. — It is not possible to make any such distinction as the Auce of 
drink has spread also among classes aa^Iio b3' custom or religion are prohibited 
from taking intoxicants. While it maj' be possible to make a general 
statement that the excise revenue is mostlj- deriA^ed from the poorest classes, 
it is impossible to divide the classes of the population for ascertaining the 
burden on different classes. 

Q. 27. — Every member of the community need not necessai’ily pay taxes 
in some form or other. It is the ability to paj’- that must be the test. 

Q. 28. — ^Yes. But adult suffrage is the ideal. 

Q. 29. — Direct taxes. 

Q. 30. — ^Poll tax is highly objectionable as it violates the test, i.e., the 
ability to paj'. Moreover, it is opijosed to Indian sentiment. Nor is the 
capitation tax the best form of taxation. 

Q, 32. — AVitli the exception of salt tax, the taxes mentioned in Q. 31 
are more objectionable. I must confess I do not knoAv anything about the 
taxes mentioned except profe.ssion tax in the case of the lowest classes. 

Q. 33. — 1 do not advocate an increase in the rates, A surcharge on a 
graduated scale for the purpose of augmenting the resources of the ProAuucial 
GoA-ermnents maj’ bo levied on incomes above Bs. 5,000. 

Q. 34. — The present graduation is satisfactoiy. But alloAvaiices of the 
kind given in England maj' be uscfullj' adopted. 

Q. 35. — ^I advocate differentiation in faA'Our of earJied incomes. The rate 
may bo loAvcr than in the case of other incomes such as sums doriA'cd from 
investments in xn'oductive entoiprises. 

Q. 36. — Tiuxuisitorial pi’oceedings are ineA-itable. 

Q. 37. — T faA'our the continuance of super-tax in the present form. 

Q. 38. — Agricultural incomes maA' be taxed as all other incomes. I Avould 
Very much like to dianv a distinefon betAveen the actual earnings of a 
farmer and tl)o income of the absentee landlord or tho money-lender. As 
tbe tendency has unfortunately been to reduce the proportion of persons 



actually farming as js eviclont from ilio census figures, a very small nerceniage 
of persons will be affected. Even in their case, J. do not ask for complete 
exemption except in the case of incomes beloiv Rs. 2,000. The rates shall 
be lower than in other cases. 

Q. 39.— It is impossible to form a correct estimate. It may be less 
or more. 


Q. 40.— There are other considerations. In India the joint family sj^stein 
prevails. So, what may be considered as .subsistence level in other coun- 
tries will not suffice here. The present limit must be maintained. Moreover 
in other countries some allowances are given before the income is taxed! 
That is absent in India. 

Q. 41. — ^This reproach cannot 'be justified. 

Q. 42. — Different standard forms of account based on the nature of 
incomes may be- prescribed to keep up uniformity in diversity. 

Q. 43. — Non-official commissioners selected from among people of the 
locality may be associated with income-tax officers. This step will not only 
prevent frauds but also satisfy public opinion. 

Q. 44. — Income-tax-free .securities should altogether be discouraged. 

Q. 45. — I approve of the collection of tax by means of a stamp duty. 

Q. 46. — The whole question needs re-examination as was stated recently 
in the Assembly. ^ 


Q. 47 . — 1 prefer assessment on the three years’ average. 

Q. 48. — If ability to pay is to be the test, I do not agree with the views 
expressed in the finst and second quotations. The articles chosen for 
l^urposes of taxation must be fir.st of all luxuries, and secondly, tho,se on 
whom if taxes_ are imposed will not prove a burden on the poorer classes 
of the population. Taxation of necessaries, especially when such taxes will 
affect their value and decrease consumption, is not sound. The fact that 
the purpose of taxation is revenue should not make us .shut our eyes to the 
economic condition of the people affected by the taxes. 

As regards the quotation from Sir Josiah Stamp, I may be permitted to 
state that there is much that can be said in favour of this view. It has been 
applied in the case of tax on drink in this countiy. But if the purchasing 
power is low, large increases in such taxes will only impoverish the consumer. 
The tax imposed should be so adjusted as to prove an effective check on the 
consumption of the commodity considered detrimental to efficiencj'. 

Q. 50. — I believe such gradation is practicable. In fact, some di.stiuction 
is made in regard to articles of luxury such as manufactured and raw 
tobacco. 


Q. 51. — ^As salt is a necessity of life of all classes and that ability to jifiy 
being test for taxation, salt tax should not be imposed. 

Q. 52. — I agree if the premises are conceded. 

Q. 53. — Such comparison as is sought to be made is not fair. It should 
be judged on the comparative income per head, especially of the poorer 
classes. 


Q. 54 . — 1 advocate the extension of the sale directly by Government. 

. Q. 55.— Yes. 

Q. 56. — ^Protective 'duty can be imposed only when Government under- 
takes the manufacture and sale of salt. Then the difficulty perhaps 
expei’ienced in Bengal which depends mostly on imported salt will not be 
so much felt. 


Q. 58.— I prefer uniform weight. 

Q. 59.— Yes. I am in favour. 

Q 00 1 cannot express any opinion on these methods. But certainly 

salt should be available free of diity for agriculture and industries. 


Q 01 ^Yes. I expect it in the near future in the whole Presidency. 

0. 62.— I have already sent a copy of the note on the subject sei^ to 
the Madras Excise Committee. Also another note sent by the Madras Tem- 
perance League in the drafting of which I had much to do. 

T am in favour of the principles underlying all the proposals of Dr. Ma- 
thai aid some of the proposals of the Bombay E.xcsc Comnntteo. 


Q. 63. — ngrco with all Iho sinionienls cxccpi the Iasi two. But as I 
have stated already, high taxes alone will iiii])ovGrish the consumer unless 
his purchasing power is high. Tin's is more so in the case of the poorci 
classes. The economic wasio, apart from other considerations, involved in 
drink is so great that on that ground alone measures other than high license 
duties, etc., aro necessary, if deliberate discouragement of alcohol is to bo 
effectively done. 

■Whilo the view of Sir Josiah Stamp aiijioars .sound on paper, practical 
experience has shown that it is not really so. Drink bill forms such a large 
part of the earnings of the wage-earners that it has affected expenditure on 
primary essentials and has, I have no doubt, affected the efficiency of the 
workers. Experience in this Presidency .show.s that whilo the revenue de- 
rived from taxes on drink has increa.sed, there has been no corresponding 
decrease in consumiition. In the case of toddy, the number of trees tapiiod 
has increased, and this necessarily moans increase in tlio consumption, 

Q. 61. — ^As a measure of taxation, the jmlicy followed in our province 
is all right. 

Q. 65. — ^It is not possible to say whether duty per gallon in a particular 
area is high or low as it deiionds on the demand. I do not think it is prac- 
ticable to reduce the variety and introduce a uniform rate. 

Q. 66. — do not believe it is so. 

Q. 67. — The locally-made spirits .should bo taxed at tho tariff rate. Free- 
dom of transport is not absolutely necessniy. 

Q. 68. — I strongly approve of this, 

Q. 69. — A duty should bo levied on tho borders before it is passed on 
into the other province, 

Q. 70. — Sweet toddy is at present free from duty. Separate licenses 
are issued for it. I think a tree-tax will do, 

Q._ 71. — For the reasons already stated in tho case of country liquor, 
there is no harm in maintaining a vaiuety of rates. 

Q. 72. — tliiuk-so. 

Q. 73, — It is satisfactory. But there is tho danger of a ‘combine’ among 
licensees to bring down bids at the time of auction. 

Q. 74. — If tho restriction is confined to shops within a particular area, 
naturally the value of shops that are allowed to remain obtain monopolj'. 
The policj' must be to locate .shops far distant from one another on the 
outskirts of toAvns or villages, in-eferably far away from i^laces of habitation. 
Even then, to some extent, there will bo monoijoly. But that is inevitable on 
the road towards the goal of prohibition, 

Q. 87. — 1 advocate the substitution of following taxes in order to malco 
up to some extent the loss in excise revenxie: — 

(1) Banking transactions. 

(2) Betting (as long as it is not made penal). 

■ (3) Entertainments. 

(4) General taxes on turnover, etc. 

(5) Motor cars. 

(6) Luxuries. 


Of course, Bie list given in the aimexure is not exhau.stivo. Tliore aro 
other taxes besides these that can be imposed without burdening the poorer 
classes of the population. 

Q. 88. — ^Lawyers will be able to speak with authority on this que.stion. 
As a layman, I would suggest stamp duties on a graduated increased scale 
may be imposed on transactions relating to free di.stribution of pi-operty, in- 
heritance and commercial transaction.s. But I would e.xempt tran.sactions 
beloiv a ^rticular sum. What this sum should ho requires consideration as 
it ■Will dixrer nccoi'dnig to tne nature and purpose of tlie transactions. 

Q. 89. — ^Taxes on judicial proceedings, either in the form 
of stamps or court-fees, .should not exceed the cost of administration. Even 
the poorest man should he able to obtain jastice at minimnm cost. 

P' not agree with the criticism. If wo accept this 
ineiit, the State can levy no taxes as thev will somehoiv or other inter^e- 
Witli personal and social utilitv. 
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Q. 91— Transfer of shares should he declared valid only on payment of 
stamp duties. 

Q. 92.— There are many fees in wliich you will find an element of taxation 
e.g., court-fees, stamp duties, registration fees, railways, irrigation, post 
and telegraphs, etc. 

Q. 93.-1 am in favour of charging a Higher sum. But here also some 
exemptions must be provided. 

Q. 94. — I do not think there are any more. 

Q. 95.— I would plead for the extension of the entertainments tax. The 
cost of collection in Bombay and Calcutta where this tax has been imposed 
has not been high. ^ ’ 

Q. 96.— “Tax is a compulsory exaction by the State of a part of the 
wealth of individuals for public purposes”. 

“Rent is that portion of the produce of the earth which is paid -to the 
landlord for the use of the original and indestructible powers of the soil”. 

Land revenue in India is a tax. The question has been discussed so 
often and so thoroughly that it is not necessary to state why T consider land 
revenue as a tax. It has even been recognized by Government that revenue 
derived from land is land tax revenue. 


I do not tliink that peslilcasli can be considered as a tax. It partakes 
more the characteristics of rent. 


Q. 97. — ^Yes. Land tax affects his bndget considerably. He will not 
ordinarily get remission or suspension. I know of some instances in which 
though a case was made out for a suspension, it was not granted. It was 
felt as a great hardship. 

_ Q. 98. — ^I, agree with all the criticisms. But as regards the last criticism, 
it is not wholly true as the revenue officials engaged in collection work 
attend to many important administrative duties. 

Q. 99.— ^It will lead to inequality. But average of prices for normal 
years will minimise it to some extent. As long as temporarysettlements are 
continued, this is unavoidable. 

Q. 100. — ^Rupees 2,000 can be coirsidered as the bare minimum .subsist- 
ence level. It will be easy to ascertain the agricultur'sts’ gross income. But 
the expenses of production cannot be properly estimated as agriculturists 
rarely keep accounts for exiJenses incurred. Moreover, if taxes are to be 
levied on the gross income, the ignorant ryot will be at the mercy of the 
revenue officials, who will naturally be the persons that will estimate his 
income. After all, such an estimate will be guess work and cannot be relied 
upon for the purpose of taxation. 

Exemption of this kind proposed may result in further fractionisation. 
1 am not sure that will alwa^ys be the result. 

Q. 101 . — 1 think that may be considex’ed as one method for discouraging 
fractionisation. 


A law should be passed prohibiting fractionisation beyond the economic 
holdings. I understand that the Bombay Government propose to introduce 
a measure to prevent fractionisation. That may be of interest as Bombay 
has paid great attention to this subject for the past many years. 


Q 102. — ^If permanent occupancy rights are granted to tenants who 
cultivate waste land brought under an irrigation scheme, I am not against 
oven State-ownership of such land. 

Q_ 103. ^I advocate the abandonment _ of taxation of lands within 

municipal limits in favour of local authorities. 

(1 104 . (a) Land revenue is paid by agriculturists, and so to divide it 

by the total population to arrive at its incidence is not correct. 

(b) To divide land revenue by occupied area is to ignore the fact that 
all occupied area is not cultivated. Even if the cultivated area is taken 
into account, we will get only incidence per acre. 

fei Comnarison of assessment on soil units will only give an idea of 
the land revenue paid on different classes of soil in different provinces and 
will not give the incidence. 

(d') Percentage borne by the assessment to rents or annual value is not 
always the safe gmde for various factors affect rents and the annual value. 



(e) Tlie relation bot«'cen (lie land revenue and the gross or net incoino 
cannot giro the real incidence. It gives only tho pro])ortion pnid out of 
the incoino -whicli may in general slioiv liow largo or .small i.s tlio jiarb of the 
income is land revenue. Moreover, various oilier factors onlor into the 
question. 

I prefer to divide tlio land rovomio by the number of people actually 
engaged in agriculture. That ivill give ibo incidence and enable u.s to com- 
liaro rates. At tho same time, I must not bo understood to moan tlint J do 
not value the difl'orent methods suggested. AVhilo for jnirjioscs of compara- 
tive real incidence they may not be conclusive, they have a real value for 
the purpose of knowing ivhat tho nature and effect of land revenue is in 
different provinces. 

Q. 106. — I agree in general. 

Q. 107. — I would prefer to transfer more faxes contained in Schednlo I 
to Schedule IT, e.g. — 

Lov 3 ’ of no tax should ho made imperative. Tlint will ho an inlorfercnco 
with the discretion of local authorities. 

Q. 108. — ^I cannot say nuj'thiug about octroi or loriiiiiial tax as wo have 
no such taxes in this Presidenej*. I think tlio other taxes are satisfactojy. 

Q. 109. — I cannot say, 

Q, 111. — Tolls may he continued. Tho miniimim distaiico hotweon one 
toll gate and_ anotlier need not ho loss tlian 15 miles. It may also depend 
on the jurisdiction of various local bodies. 

Q. 112. — ^In whole from tho owner. The burden is .shifted on to tlio 
occupier often much more tlinn the burden imposed on the owner, 

Q. 113. — ^Thoro shall ho limitation as in tho case of betterment tax. Lot 
it bo a percentage of the valuation. If llio vahio increases, increased amount 
is collected. As regards land cess, the present limit is all right as tho agri- 
culturists have to iiny many otlicr cesses besides. 

I do think the limitation necessitates recourse to other forms of ta.xation. 
But the burden in the case of taxes like tho profession tax is shifted on to 
those who may not be now paying any taxes. Educational cess is an addi- 
tional burden on the agriculturists. 

Q. 114, — The limit should be raised so that the occupiers of bouses with 
scanty means maj' be exempt fi’om house tax. 

Q. llo. — ^Land within municipal limits may be taxed just as agricultural 
land, the local authority getting a portion of the increased value, which 
will also generally be due to improvements effected by the looal authority, 
improvements made by the owner may be left out of consideration. But 
I realize how difficult it is to find out tho causes for increased value. Even 
if it so happens that the tax imposed may he affected by the improvements 
made by the owner, I do not tliink that will prevent development of land 
for housing purposes, as demand for houses is usually growing especially 
in urban areas. For some years in the beginning, newly developed lands for 
housing purposes may be exempted from the land tax. This is for the prir- 
pose of encouraging house-building. 

Q. 116. — I have no actual experience of any of those taxes, 

Q. 117. — G-rants-in-aid should he earmarked for ijai’t.’cular services 
which in the interests of the community should he maintained. Tho basis on 
which grants are given must naturally vary with importance of the services 
and the amount that a local authority can be reasonably expected to raise 
for those services. 

Q. 118. — believe so. 

Q, 119.— -Taxes on business _ profits, capital stock of corporations, hotels, 
mines and transactions on capital and exchange wherever possible may be 
tried. 

Q. 120.— I am inclined to agree Avith the proposals in (iv) except in the 
case of universal inhabited house duty. I am not in favour of this as it 
will violate the principle of ability to pay. 

. (i) Universal income-tax embracing every income does not take into 
consideration the ability to pay and also the .subsistence level. Sc I 
not in favour of it. 

Vir— 14 
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(ii) Tobacco iiionopolj- is a suggestion I approve. Also tax on motor 
cars and race horses. iNfarriago is considered a sacrament and not a con- 
tract, and so registration fee on marriages is opposed to religious senti- 
ments of the people, especially of the Hindus. Tax on betel and areca-nuts 
will be a tax on necessaries as the habit of chewing is universal The diffi 
culty of assessing it will be ^reat. 

(iii) Tax on dowries cannot be relied upon as there is now a stroim 
feeling against dowries, and I believe in the course of a few yeare dowi-y 
sy.stem will become unknown, jloreover, it will lead to evasion, for, instead 
of amount dowry will take the form of jewels given as presents to the brido 
by the bride’s parents. 

_ (v) Export duty on jute and hides and .skins are fruitful sources of 
taxation. Marriage duty is highly objectionable for the reasons alreadv 
stated. _ 

(vi) This suggestion is a very novel one. The difficulties of enforcino- 
it will be many. Evasion is quite possible. Moreover, it will act as a check 
on internal trade. 

Q. 121. — ^While I cannot say that the revenue derived from a duty on 
tobacco will be large, T generally agree with the statement made. 

Q. 123. — ^Export duty on tobacco (raw and manufactured) and license fees 
for the manufacture and sale of tobacco for internal coiisuniption will be 
the best means of levying a tax on tobacco. 

Q. 124. — It is difficult to restrict area of cultivation. So I do not ad- 
vocate that. 


Q. 125. — I am not in favour of acreage duty. 

Q._129. — If my proposal is accepted, tobacco used for domestic consump- 
tion will bo left out of account in levying a tax. 

Q. 132. — The rates may bo a little loss than the impoH duties. But 
cigars and cigarettes may be taxed at the rates of import duties. 

Q. 133. — I prefer specific duties. 

Qs, 134 and 135. — It is mostly duo to habits. It cannot be due to duties. 
The impoi't duties must bo raised still further retaining the excise duties 
at the present rates of import duties. 

Q. 136. — I prefer either (b) or (c). 

Q. 137. — ^Yes. 


Q. 138. — I think a judicious combination of all the three methods is pos- 
sible. Prof. Rignano’s siiggo.stion that the rate of the duty should increase 
with tho number of times the propertj' changes liands may also be considered. 

Q. 139. — (1) I do not agree to this view. Tlic rates should ebango ns 
tho property changes hands and also on a graduated scale according to tho 
value of the property and tho degree of consanguinity. 

(2) It all depends on what is meant by economic community. Inheri- 
tance of estates or property of certain vnliio .should be exempt from taxation. 

(3) I support this view. 


Q. 140. — It is difficult to say which is more appropriate to India. Tho 
condition.s hero are not the same ns elsewhere. 1 think tho rates .should bo 
worked out with roforenco to thc'-e conditions and also according to tho 
principles accepted. 

n, 141.— (a) In a joint family on the hirfh of a male child, the child 
hccom'os entitled to a .share in the' property. If the child dies even in a few 
<lav.s, liis .share will liavo to bo tn.xcd. This is not fair. 

(h) To tax tho whole property on the dct-caso of each managing member 
means that the properly may in ‘certain c.ase.s be taxed not even once in 
a generation, ^loreovor, it is not proper to tax the whole property on the 
death of tho managing member. 

tel To make an annual or periodical levy would moan taxing property 
and not imposing duties on inheritance or .sneee.Mon. 

T ^vnnld nrefer to tax the share of the property of the decenM-d in the 
c.aso of all adult persons, i.e., per.sons who die alter attaining the age of 
majority under tho law. 


Q. 142. — T agree. 

Q — 1 v.holly support the plea put forward. 
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Q, — !t i- {|!io il ililliruh (oriifono ill (In' cii'i'of iiiovnlilo pioiiorty. 

I)ii( ulu'ii nn .’iiipla Mtiuii lor miko .ion roi ( jCk mIo is tinidr, (lio viduiition ol 
Iui{h inoviiMi' auii iiniinnaMi* utopotly \v ,11 li.-uo to In* jnothurd. 'J'lioro ir. 
jMtiun!'. to i'U'ioi'! lio' app il .mt lioiii nndoio.titif.i inp or tindi'i sial nip tin 
valiio o! tho »!Ui\a1p!(> !ii<>poi(>. \\ lint 1 would ‘.uppost ns j; lorrcotivo ir-, 
to t \!;i’ into aii.^nn! llio .ikoiih' ol th.- tlo o.isod. it ho is n divided niotidirr 
of i!u' pult on ol the imonn*. tho do.o.ood wii. oiuiilol to in the en'-o of (ho 
joint iaii.iiy and a <• ■- n ( ci « , ntapo on thnl. ’Ihi' ‘hoidi! ho in addition to 
tito !;i\ on tho piopo!i_\ sliown in sho stalonion; :il tho iniio whi'ii tho miooo''- 
sur- to piopor.N app!.' lot 'ta,o ion < oi tiia .'.to, 1 ni!in:l (ho inothod Mip- 
postcnl hy ino is tuhidiiiy, lint th.i* .'iom to h« (ho only inothod, 

l!.'i.--T}io t'ontj.il 11, .lid li }{oM.(ino tho n,os( appioprittlo ap.oncv. 
Tlic incoitio-t,t\ dop.'.i (inont in i..<h pio; jnto ni.iy ho ontiii'.tod with ooHc’ol 
lion on holinlt of tiio Conti.'d llo.ud. 

Q, lid.' In (ho la o oi tho j'liiit fi-niily, !!•. o.Oj) may ho (ho oNoinption 
limit, tuid in tho <.oo oi a divid. I loi mJ.or ol (ho joint family its, *J,{K)0 
m.'ty ho tho t\omplion limit. 

Q. 1-57. — 1 would piofor a «'*mhination of (l?.h (.'!), (J) and {(5). 

Q. I'^.— 'l'ho 'onuo- of t,-\onno of tho pioxino, aio mmh tnoio fltic- 
tnatinp, and inolo’-tio. 1 do not thiid. tho d.inpor po.ntod out will ordinarily 
otoiir. 'i'lio o\poi( ttado di'poiid on tho pio poiit\ of i p.i iriiltnio. If thorn 
is f.'iilnio oi nops, tho l.-mii t.'\,ia!o a! * 'uliii-. 

Q. 3 50. — -'I'ho ‘opai.ition of Minin is not npiit.’ddo, o.;';., Ilomhrty and 
llonpal. 

Q. ]■'(). — 1 holioto ^o. lint in tho <.,■0 of piovints whioli woie hoforo tho 
now .-i! i.inpo'i'onis do]iondinp. latp.oly for ihoir lotonno. on inromo-tax, I 
would liho to ‘ itp'o, t tho tidopl on of plan t.'i) p.ivon in Q. 1-17 and .siippcst 
a portion of tho imoiiio-t.’\ .slionld ho mado ovor to (h.o Local (iovernment.'i. 
\Viiiio tho o:oo of tho-o tnuv.in.'. i-. muuo-woi.thlo. 1 wmdd Idco that (ho 
Dovolnlion Hnlo-, should ho :u>.oudod to oiuddo tho Local fiovornniont.s to 
pot j.n .share of tlic iiioomo-t.'x, 'riio pio out luh-. ato not oiputnhlo and 
just. 

Q. L'll. — Land tevotim* slmiild inntintm to ho a Miiiroo of piovincial 
rovonuo. 

Q, l.’j2. — I aooojit tlio lonsoninp. 

Q. 1.j 3. — 'I'ho export dmios .should ho *0 fixed as to jx'rniil tlio jinrli- 
oular province to levy nn additional duly tho proceeds of wliiclt rhotild form 
part of the* provincial rovonnes. 

Q. ]-jf, — The present ,s\stem is all rjpht in repard to exei.se. IJut tho 
Local Governments sliould he empowered to levy an additional duty on 
foreipn li(iuor.s, tmd the riplit to fix the price of tipinm for internal ennsump- 
lion .should ho made over to tho Local Governments. 

Q. Lj-j. — ^T obacco .shotdd he a .subject for provincial taxation. 

Q. L50. — I aciepl tlio ic.o-oninp. Division oi proioeds is ])rncticnhlc. 
Before the Befonus, the I’roviiuial Go^ ernmciits wcic attending to incoino- 
lax work and were rorciviiip a portion of the revenue from (hat .source. 
Tho same principle may ho ajiplicd in tlio division of proceeds from income-tax 
and .succession duties. 

Q. 157, — I do not think .so. Stamp duties on trnnsnotion.s are paid in 
])lnces, 1 believe, whore l!ie Iransai lions take plac<‘. Xo need to draw any 
distinction hotwocn judicial and non-judicial .stnnip.s. 

Q. 1.58. — T am not aware of any other taxes, 

■ Q. 160, — agree. 

Q, 161, — 1 thinlc it is fairly satisfactory. There i.s no need to impose any 
limit. 

Q. 162. — ^Properties and transactions relating to any body should be 
taxed. No need to provide any exemptions, 

Q. 163. — advocate State enlcrpriso. 

Q, 164.— I cannot say anything about pawn shops. Certainly, life in- 
surance may he monopolised. 

Q. 165.— I do not approve o'f monopoly in tho case of any other article 
except salt,, opium and liomij drugs. 
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Q. 166. — I do recommend. 
Q. 167. — I think so. 


Q. 168.— The 
tion functions, 
grades of service. 


land revenue staff need not be entrusted with other tasa- 
i believe the staff is excessive especially in the higher 


Q. 169. Breaking up naturally results in increased' expenditure, at 
any rate proportionately larger expenditure. All the taxes now collected 
by the Central Government may be administered by the Central Board of 
Revenue and one establishment can be made to look after the collection 
of these taxes. 


Q. 170. — have already suggested succession duties may be administered 
by the Central Board. 

Q. 171. — am inclined to think that there is much to be said in favour 
of the view expressed by I\Ir. Adams. I cannot say at present if the need 
for the course suggested exists. Anyhow it is better to provide ourselves 
against such a contingency. 


Mr. Siiryanarayana Rao gave oral evidence as follows : — 

The President. Q. — Do you represent the Servants of India Society? 

A. — I do not represent the Servants of India Society. I am a mem- 
ber of the Society, but I am voicing my individual opinion. 

Dr. PLyder. Q. — On what principles are the water-rates for irriga- 
tion in this Presidency fixed? Have you any acquaintance with the system 
in Madras? 

A. — ^They are fixed on the basis of the source of supply. If it is 
perennial supply it is classed as class (1); if it is a supply tor eight months 
and more it will be classed as class (2); for more than five months .and 
less than eight months class (3) ; for three months and more but less than , 
five months class (4) and the rest as class (5). That is what I find in 
the settlement reports. 

Q. — ^You saj’ in speaking of the ’polI tax that Indian sentiment is 
opposed to this tax. Could you give any authorities from ancient books? 

A. — ^I have none. 

Q. — ^You approve of the salt tax? 

A. — It is less objectionable than the other taxes. 

Sir Percy Thompson. Q. — ^Is the present graduation of income-tax 

satisfactory ? 

A. — ^I think so. 

Q. — ^You say the kind of thing adopted in England would be useful? 

A. — ^I have read about the new income-tax in England. A single 
man is given a certain allowance before the income is taxed, and in the 
case of a married man, there is a higher allowance. 

Q. — Could that distinction be applied to India? Do you know any 
single man who pays income-tax? 

A. — ^There may be a few. 

Q. — ^Is not the number very small? 

A. — ^It is true. 

Q_ ^For the sake of quite a handful, is it necessary to make a distinc- 

tion ? 

^ ^I would like to make the distinction in the case of families. 

Q view of the fact that the_ number of single men is very small, 

is it necessary to make any differentiation? 

T]ie differentiation may be made but it may not come to effect. 

Q. — ^I doubt if it is ultimately worth making. 

A. — ^But that is my view. ^ 

Q_You advocate differentiation in favour of earned incomes? 

A. — Yes. 
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Q. — Under the existing law is not most unearned incomej that is, rent 
from land, exeinijted from income-tax altogether? 

A. — have later on said that agricultural income should bo taxed. 
People who earn in offices and firms have the limit of Es. 2,000. Owing 
to the cost of living being high now, the 3 ’’ rather find it difficult to pay 
on Es. 2,000. Therefore, I suggest lowering the rate of tax in such cases 
and keeping the present rate in the case of others. 

Q. — The vast bxdk of unearned income is not taxed at all. 

A. — I would like all the unearned income to be taxed. In Italy it 
appears the salaries of Government servants are taxed less than the incomo 
of other people. 

Q. — Their tax is the same as others. 

A. — I read it in ‘Public Finance’ b,v Eobinson. 

Q. — When j’ou talk about Ital\’ I think 3011 mean the Lax on total 
jncome ? 

A. — Yes. 

Q.— Are you in favour of allowances for children? 

A. — ^I would like on an average that five persons should bo taken for a 
famil 3 \ When we give famii 3 ’ allowance we 11103 ' take it that a family re- 
presents five pei-sons. 

Q. — ^Are 3 ’ou going to standardise the number of people? 

A. — For iiurposes of calculations 3 'ou should have some figure. 

Q. — If the famil 3 ' consists of ten iiersons, would 3 'ou double the rate? 

A. — ^Yes, if it is brought to the notice of the Income-tax Commissioner. 
The minimum should be five in India because in India we have the Hindu 
joint family. For the sake of tax I do not think families would increase. 

Q. — ^In Q. 36 you say inquisitorial pi-oceediugs are inevitable. 

A.— They are inevitable if_ the 3 ' want allowance. If they make an 
application and claim that their faniil 3 ' consists of so many persons, the 
State in order to give the allowance must carry out inquisitorial proceed- 
ings. 

Q. — In England it is a simple thing. Supposing a man says that he 
has got twenty children the assessor has only to go and see the register of 
births and deaths which is absolutel 3 ^ conclusive. But here he would have 
to make enquiries. 

A. — ^Even here perhaps they can refer to the vital statistics. 

Dr. Paranjpye. Q. — ^They are very imperfect. 

A. — I do not mind inquisitorial proceedings if they want the benefit. 
Otherwise they would forego it. 

Q. — ^Are agricultural incomes fairly taxed? 

A. — ^Tlie feeling is that owing to the different rates in the different 
provinces and owing to other factors in fixing the land revenue, land is 
taxed more than other incomes. But I do not wholly approve of that 
feeling. But surely if agricultural incomes are to be taxed the permanently- 
settled estates ought also to be taxed. 

Q. — They pay land revenue. 

A. — They pay pesMcasli. They don’t pay land revenue. Their assess- 
ment is not revised once in thirty years. 

Q. — Donit you think that land revenue is part of the cost of the busi- 
ness rather than a tax? When you buy land, you pay such a price as 
would be justified by the net income you would receive from the land. 
You would take into account the land revenue that you will have to pay 
and deduct the same from the income. So that it is not a regular tax 
that you are paying. A tax would be on the net income you derive. 

A. — do not think so in this province. In arriving at the net income, 
expenses of cultivation and other factors come into consideration. There 
is already a great deal of feeling that sufficient amount is not allowed 
Cor other things. 

Q. — Suppose A is buying land and B is bu 3 dng a factors'. 
Each is prepared to spend Es. 20,000. Each one would expect to make a net 
prbfit of Es. 1,000. A will bus' land which would bring him a net Es. 1^000. 
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That would ni6aii tho amount that woiikl bo left to him after the cost of 
cultivation and the land revenue has been paid. On the other hand, B 
who buys the factory would similarly take into account tho cost of run- 
ning tho factory, tlie wages of the labourers, the cost of raw materials, tho 
cost of production, and then if ho finds that ho can make Rs. 1,000, then 
ho would be prepared to pay Rs. 20,000. In that way these tAVo people 
are on a par. If one invests Rs. 20,000 on factory and another invests the 
same amount on land, both would get thousand rupees from the invest- 
ment. In Avhat way are these two different P After all, everybody knovs 
the amount of revenue that Avill have to be paid and the amount that will 
finally remain in the pocket. Are not these tAvo identical? 

A. — Yes. 

Q. — In that case you charge income-tax for one and not the otiier? 

A. — ^That is AA'liy I suggest agricultural incomes might be taxed. 

Q. — It is said that the first is already paying land revenue. 

A. — That is the feeling; but 1 don’t agree to R. 

The President. Q. — ^^Vith regard to Q. 56 if Government have a com- 
plete monopoly then you would advocate a protective duty? 

A.— Yes. 

Q. — ^Why do you suggest only in the case of Government undertaking 
the monopoly? 

A. — ^Unless it is paying they may not continue to manufacture. 

(J. — ^You think Government undertakings of that sort are satis- 
factory ? 

A. — I believe, Sir, that State undertakings are for the good of the 
country. 

Q. — You would accept prohibition as the goal in the near future in the 
AA’hole Presidency? 

A. — ^In the near future, but, I _think,_ I ought to have said ‘gradual 
prohibition’ only. We do not Avant immediate prohibition to-morrow. 

Br. Paranjpye. Q. — You mean it is a pious aspiration? 

A. — Not that, we Avould like to reach it within a number of years. 
There is the economic consideration first. 

The President. Q. — You have had experience of labour unions, is there 
more absenteeism on Monday mornings? 

A.— Yes. 

Q. — Have you got any statistics? 

A. — No, but I have seen in the famine areas and other places Avhere 
the workers have been doing work, at the end of the week all the money, 
at least most of it, used to go to the toddy shop. In fact, I made a 
representation to shift the toddy shops that Avere Avithin five miles of 
the camp, and that Avas not done Avith the result that all the money was 
going to the toddy shop. There was also a resolution on this question 
before the Council but it did not come up in the ballot and so it was not 
discussed. 

Q. — Do you think these peoijle even sacrifice their necessary food in 
order to get tari? 

. A.— Yes. 

Q. — Then, you think, by passing a decree you can cure them of this 
habit? 

-X think so. There are so many things that the State can do 

for lAutting a stop to this evil. 

Q.— Hoav are you going to stop it? 

j^,~When you remove the temptation from them, there will he tiothing 
to tempt them. 

Q_ ^Does not temptation exist as long as the tari trees exist? 

jX.— At any rate, they will find more difficult to get up the tari tree 
and tap it themselves and drink. 

Q. — ^YHio is going to stop it? 

A.— Public opinion Avould stop it. 
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Q. — Has it clone so in AnioricnP 

A. — There are so manj- stories about American jiroliibition that I can- 
not speak with any authority. I iiave read a number of books and leaflets 
that say it lias been a very great success^ but there are some otliors who 
say tliat it is an absolute failure. 

Q. — It depends on what yon call a success. 

A. — It depends U]jon the persons who visit and report also. It has been 
known that there is less absenteeism on klonday and also there are more 
savings in the banks, etc. 

Q. — Is there any absenteeism on Monday morning? 

A. — Absenteeism alone need not bo taken into consideration. 

Q. — But that is one of the asiiocts which has been suggested in 
America. 

A. — That evil may not exist, but I cannot commit myself to any opinion 
in that matter unless I have statistics, but there are otlier things which 
are sufficiently grave for the Government to take action in this matter. 

Q. — ^W’hat are they? 

A. — As I said the poor eai-nings of the bread-winner of the family 
go to the toddy shop and so other members of the family suffer. 

Q. — ^Do you propose to stop the 11101103' being spent on drinking as the 
result of 3'our scheme? 

A. — To some extent it will be stopped. Then drink will not be available 
so easil5' as at present. 

Q. — On the other hand, our information is that in the provinces where 
there are no shops it is much more easil5' available. 

A. — I have also heard that. But the official estimates and the non- 
official estimates always differ. 

Q. — We had a non-official witness in the Punjab who said that he had 
come across 50 stills in one jungle. 

A.— May be. When we want to put down an evil of long standing, 
such illicit distillation is sure to crop up, but it ought to be .stopped. It 
may also be due to the want of supervision by the ahliari department. 

Q. — ^^Vould you then allow it to be put down by an ai'iiiy of officials? 

A. — ^I think if more officials are necessar3', we should be prepared for 
it. - 

Q. — ^You say experience in this Presidency shows that while the revenue 
derived from the tax on drink has increased, theie has been no correspond- 
ing decrease in consumption. Are you making this statement from the offi- 
cial reports or from the non-official reports? 

A. — Only from the official statistics. 

Q. — But official statistics show that there has been a decrease. 

A. — ^I say corresponding decrease with reference to the increase of 
revenue. 

Q. — ^^Vould you mind explaining to us what is meant by '‘correspond- 
ing decrease" ? 

A. — I mean the percentage increase of revenue is higher than the per- 
centage decrease of consumption. Therefore, I do not think doubling the 
taxation is the only way. 

Q.— Would you hold in a matter of this kind that the decrease in con- 
sumption should bear the exact proportion to the increase in revenue? 

A. — At least as nearly as possible. 

Q. — ^^Vould you apply this theory to any other tax? 

A. — ^I do not know that. The policy is said to be the maximum revenue 
and minimum consumption. We point out that the former has been 
achieved, but the latter has not been achieved even according to the 
statistics. 

Q. — Is not the point where you get uncontrollable illicit distillation a 
limiting factor? 

A. — Yes, of course. 
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Q.-li yoti rn^Ki iiii- point, tt i- nnao ca-y to f \t{nKU!-.!( in it con- 
sninption nlton;etlior. 1 wouirl point out tlierc arc province, where t’n.' re? 
Ims boon a rcflnctson ^ nf Timro ilian .10 per rent, in licit con- 
fiiiniptinn a- tlie rc'.ult of incroa'-in" tho revenue and retluction of rliop-:. 

. — I osporionro of tlin,e provinre-. Po T cannn*. endnr'^o thi's 

TlC'.V. 

Q. 'Von say. “Sweet toddy i‘; at pro'^ent fri*e from dntv. Pop.-irate 
liccn'e^ are i^^iied for it, J think a tree-fax will do”. 

— ‘‘Poparnte li(•enM,^ are i'-=.iied*’ i'. wroip^. it slionld bo “no bVesro-. 
arc i'-Miod". 

Q. — Wbat do you inoan by that ? 

A. — A troo-lax can iio levied. If it i*. a source of revenno T di tmt 
inind Laxinyr it. Ft it i^ ]iro|iO''od to tup other source, of revenue instead 
of levy in;: a tree-fax a small tax inicht he levjtyl on the quantity nf toddy 
twod for industrial purpose-.. 

Q.- — 'I hat means it a ill indiieclly affect the trade in siu'.ar made out 
of for; now. 

A. — It Tuny he. 

Q. — Yon a tax on haiihiiu: transartions n>. one of the sid'- 

slilute tn\e, to main* up to some ext<*nl the In., in excise revenue. Do 
you m*>an to say tliat it is not ile.irnhie to rmconrarto people of India to tee 
hatd;s instea'l of hoardiiu: their money? 

— I think tlie t<ndeiicy to inv(-,l money in hanks has proxvn tolerahlv 
well and nothin;: will jirevent the hankin;: I raiisartion poim: on n-'. n nal. 


Q. — 'What \uMild he the amount, one p«*r fi'Ut? 

.\. — 1 think it may Ix' half a per lent on evm.v tiaie .action. 

7>r. /’orof.//»ifr. Q.-— Yon mean to ;ay on every cheque nl.o? 
,\. - I think U(' !iie alre.-nly pa> in;: "ii ihcqne.. 


(),- -Do soti mean eveij time yon drav.' n imndte.ht npc<”. cherpm jou 
will have to (lay eipht anna-? 

.S.-'U may h.-. If not, thi'V \vil! have to ♦••ml tfmir motie\ by money, 
nrdi'r; in that (.’ee too the Pt.ate pet-, > omc monr'v. 

T/.c /'f f oMi fit. Q - You s IV ><■!! netih! a'ho* *.!»• nko a tax on inter! vin. 
m -fits ; h.ave \oU made ;'.n> *• tim.ati* of the yietii' 

I h.ave not mc.de any <• timate, I !)!i*.e hear'! tli.it in !l. npal the 
auiii' t-ni' ut tf". has It'. 'Jl l.'.hh . 

J)r, ll‘ ^fr, 1}. Wh:vl I nti tti'.innie'it . v.ont'l yon tax? 

.\ Wie-t'wr J.'ie j !'>n !■. hs f'-t vhi.h ('.<■!>>, i* i!.-'.?/..! 
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Q. — T nm afraid accovdinc: to your suggestion it will be difficult to make 
up tlie excise revenue from the taxes which you have proposed. 

A. — ^YeSj that is why I saj’ gradual prohibition, as revenue considera- 
tions matter very much in this country. 

Vr. Baranjpyc. Q.— You say land revenue in India is a tax; but in 
temijorarily-settled areas it is a tax, and in -permanently-settled areas it is 
a rent. 

A. — ^Yes. What I mean is the relationship existing between the land- 
lord or the zamindar and the tenant has been settled, but there also the 
Government is in an unfortunate position. T do not know Avhether they 
liaA’e power to evict the tenant. ] do not think the Government is in a 
position to evict the tenant whenever it wants. 

Br. Hyder. Q. — Your view is that land revenue is a tax? 

A. — ^Yes. 

"Q. — Let us follow this line of argument, but it is a tax on what? 

A. — It is a tax on the net income. 

Q. — You being a logical man, j-ou will apply all the principles of taxa- 
tion to this net income, that is to say, you would have a graduation. You 
would apply the principle of graduation, also the principle of differentiation, 
that is to saj', earned and unearned. 1 now come to this line of reasoning 
from another point of view. You are aware that in England and other 
countries, land is private proport 3 '. 

A.— Yes. 

Q. — You are also aware that people in England and other countries 
advocate a tax on all the increments in value which are not resulting either 
from the individual effort or from the sinking of capital. 

A. — In fact, I have stated in one idace that I would like the incre- 
ments in value to be taxed. 

Q.-^It reallj’’ comes to this, that the State can approj^riate all that can 
be attributed to the land as such, after making an allowance for the indi- 
vidual effort plus the investment of capital on it. 

A. — Not all, but only a portion of it. Just as in income-tax it is only 
a portion of the income that the State can take. 

Q. — ^I accept that, but what difference is there left between the land 
revenue regarded as rent and land revenue regarded as a tax. Is there 
any material difference? 

A. — ^There is no material difference except that there has been un- 
necessarj' academic ^liscussion whether land revenite is a tax or rent. If it is 
considered as a tax, it mu.sl bear relation to the net income as income-tax 
bears to the income. 

Q. — Coming to the other line of argument, in your ouinion, the State 
would be justified in appropriating a portion of this unearned increment. 
Then it strikes me we are only fighting with words and there is not much 
material left for this warfare of works in India for the last fifty years. 

A. — I think so. I am rather inclined to concur with you in this. After 
reading the literature on these questions, I have come to the conclusion 
that the State should get something, but whether land revenue is a rent 
or a tax, I think it is more an academic discussion, which does not serve 
any useful purpose. 

The President. Q. — You say “a tax on betel and areca-nuts will be a tax 
on necessaries as the habit of chewing is universal, and the difficulty of 
assessing it will be great”. Would jmu apply that principle to other 
things- like ganja, etc. ? 

A. — No. The chewing habit has become a necessity in ‘India and also 
it is considered good by Indian doctors. 

Q. — ^Is not tobacco a necessitj’’ for those who are addicted to smoking? 

A. — think tobacco chewing and tobacco smoking also has become a 
habit with Indians. Especially tobacco chewing is a great necessity. I have 
also suggested the difficulty of assessing it more than anj'thing else. It has 
unfortunatelj' become a necessitj' of life with the poorer class of people. 

Q. — ^Does not chewing betel, etc., lead to uneconomic expenditure? 

A. — I think so, but doctors say that it aids digestion, 

VII— 15 



114 


Dr. Paranjpye. Q. — ^As regai-ds your answer on death duties, I think 
you prefer Prof. Rignano’s suggestion that the rate of the duty should 
increase with the number of times the property changes hands. Do you 
like that suggestion P 

A. — It may increase, it may be, in three or four generations. 

Q. — I think his proposal -is three generations. 

A.— *I do not agree exactly with that. 

Q. — ^How many generations you would like? 

A. — I think it can go up to five or six generations. 

Q. — ^With regard to your answer to Q. 138, you say, “That the rates 
should change as the property changes hands and also on a graduated 
scale according to the value of the property and the degree of consan- 
guinity”. It does not mean that there should be any progressive taxation 
in the case of death duties. The change of rates from year to year 
means that you have not a uniform rate of taxation for all estates? 

A. — I did not think of it from that point of view. 

Q. — Have you considered to any extent the question of the joint 
family? You say quite rightly: “On the birth of a male child, the child 
becomes entitled to a share in the j)roperty. If the child dies even' in a 
few days, his share will have to be taxed. This is not fair”. It would 
be difficult afc any rate to say Avhether it is fair or not, but how are you 
going to tax? 

A. — I have suggested in my answer (c) that “I would prefer to tax 
the share of the jiroperty of the deceased in the case of all adult persons, 
i.e., persons who die after attaining the age of majority under the law”. 

Q. — I would put to you that according to your scheme you would treat 
the Hindu community much more favourably than any other community. 
I give yoix an illustration. Supposing there is a Christian A who has a 
son B and Hindu 0 who has a son D and both have exactly the same pro- 
perty. When Christiaii A dies, his son B will inherit the whole property, 
and consequently he will have to pay the duty on the whole estate. On 
the other hand, when the Hindu C dies his son D inherits half, as he was 
already entitled to the other half immediately he was born. Thus you 
will see when C dies his only son D inherits only half the property. 

A.— Why? 

Q. — Because he could have claimed partition during the lifetime of the 
father. You should therefore modify your statement So in this case the 
property that passes on the death of the Hindu member will be treated 
more favourably. 

A. — It ma 3 ' be. I did not anticipate this. 

Q. — ^You would like to charge as would be done in the case of a 
Christian ? 

A. — ^Yes. 

Q. — Then there is also the case of partition. In the case of a Christian, 
the son cannot claim partition during the lifetime of the father.'' The whole 
estate is supposed to have belonged to the father unless he makes a gift 
to the son; on the other hand, in the case of a Hindu in your Presidency 
and in Bombay, the son can claim partition at any time, and therefore 
if death duties are charged, in order to escape at least a portion of these 
death duties there will be a tendency to claim partition during the life- 
time of the father. 

A. — I have suggested in another note that you could also have parti- - 
tion duties along with it for partitions made within a certain number of 
years. 



115 


26th April 1926. 

MADRAS. 

Present: 

Sir Charles Todhunter, k.c.s.i., i.c.s., President. 

Sir Bijay Chand Mahtab, g.c.i.e., k.c.s.i., i.o.m., Maliarajadliiraj 
Bahadur of Burdwan. 

Sir Percy Thompson, k.b.e., o.b. 

Dr. E.. P. Paranjpye. 

Dr. L. K. Hyder, m.l.a 


M.R.Ry. Rao Bahadur P. T. SRIKIVASACHARIAR, B.A., B.L., 
-Special Officer, Public Works (Irrigation) Department, Chepaiik, 

Madras, was examined. 


' Written memorandiun of Mr. Srinivasacliariar. 

(Fote. — Ihe \iew3 set out in this meinoiandum are nay personal views.) 

The Taxation Committee, it is understood, have not so far found that the 
Government of any province have a defined policy on the subject of water- 
rates. The Committee ^evidentlj' desire to Jay down a definite policy if 
Ijossible. 

The conditions of provinces are so diverse that it would seem to be difficult 
to arrive at a general policy adaptable to the conditions of each province 
regarding the levy of water-rate : e.g., as will be explained later, neither 
the system of modules in force in the Punjab nor that of leasing obtaining in 
Bihar and Orissa would be suitable to this Presidency. And again the con- 
cessions found necessary in the Central Provinces, which are a backward 
tract, are hardly needed in Madras, ivhere people except in parts of the 
Agency are fairly advanced and are sufficiently alive to the benefits of irri- 
gation. In my humble opinion, each province will have to evolve a policy 
of its own suitable to its iieculiar local conditions. 

2. In this province about 70 iier cent of irrigation revenue is from land 
which is classed as wet in the revenue accounts and on which the charge for 
water is consolidated with the land assessment. The consolidated wet assess- 
ment is fixed on a consideration of the quality of the soil, the nature of the 
water-supply, the situation of the field with reference to its source of irri- 
gation and certain other factors, but has no specific relation to the value 
of water. Government lands registered as dry are in certain localities charged 
water-rate at an amount equal to the difference between the dry assessment 
on the land and the corresponding wet assessment, or a fraction thereof ac- 
cording to the nature of the crop. This method of chai'ging for water is 
known as the differential water-rate system. Government lands (registered 
as dry) in tracts, other than those where the differential water-rate system 
is ill force, and proprietaiy lands are charged fixed water-rates. There is 
a general scale of fixed water-rates, but special rates have been prescribed 
for certain special irrigation works. I'he various scales are given in the 
answers furnished by this Government to 'the questionnaire issued by the 
Committee. 

At one time it was thought that the fixed rate should take into accoimt 
not only of the supply capacity of the source, but also of the productive 
value of the soil to which the ivater was applied. Such a system would 
savour somewhat of' the differential water-rate system. The latest view, 
however, is in favour 'of a simple scale which should eliminate all indefinite 
factors, such as the nature of soils'bud the effect of water upon them, and 
take account only of the more definite factors, viz., the area irrigated, the 
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ciiianiity of water supplied determined with reference to tlie nature of tlie 
and the period of supply. A proposal to replace the exist- 
ing differential as well as fixed water-rate systems by h system of the kind 
referred to above is under the consideration of the Government and await- 
ing the passing of the Irrigation Bill into- law. 

3. It seems hardly necessary here to enter into an elaborate discussion 
of the comparative merits and demerits of the two systems— differential 
water-rate and fixed water-rate. Each has had among its advocates some 
of the ablest revenue officers of this province. The latest view^ however, is 
that the differential water-rate system is very complex and inelastic and 
should be replaced by a simple system of fixed water-rate. It is considered 
complex, because of the meticulous and elaborate calculations which have 
to be made before arriving at the actual charge to be levied on a given piece 
of land. It is considered inelastic, because the charge is limited to a maxi- 
mum of the difference between the dry rate of assessment and the corre- 
sponding wet rate. The rates of land revenue assessment on which the charge 
is dependent are themselves subject to a number of limitations. In theorf 
Government are entitled to, the value of half the net produce, but in 
practice the assessment represents only a fraction of this amount. Further, 
in connection with the Land Revenue Settlement Bill, Government have 
made a declaration that where rates of assessment are revised solely with 
reference to the increase in prices, the existing rates shall not be enhanced 
.by more than 18| per cent. In these circumstances, the differential water- 
rate sj'stem cannot be expected to provide an adequate scale of water-rate. 
As was rightly pointed out by the Irrigation Commission of 1901-1903, future 
extensions of irrigation in this province could be effected only by the con- 
struction of expensive storage works. These works cannot be rendered pro- 
ductive unless much higher rates of water cess than are obtainable under 
the differential system are imjjosed; e.g., in the case of the Mettur project 
a uniform rate of Rs. 15 for the first wet crop and Rs. 7-8-0 for the second 
wet crop is required to make the project remunerative. There is absolutely 
no chance of obtaining such high rates under the differential water-rate 
system. The system is, therefore, unsuited to future projects and even as 
regards existing works it involves an unnecessary sacrifice of public revenue. 
The proposal of the Government to replace the differential system by a 
simple system of fixed rates which admits of the money rates being revised 
according to exigencies is, therefore, welcome. 


4. The simiJlified system which the Government have in view is to divide 
irrigation source’s into three groups with reference to the amount of supply 
which they can ordinarily afford and with reference also to the nature of the 
drainage facilities and fix mouej^ rates under each group for a single wet 
crop, for a single dry crop and for a dufusal crop. The following is the 
scale proposed : 

Group I. Group II. Group III. 


- Fora single wet crop per acre 
Do. dry crop per acre 
Do. sal crop per acre 


•us. A. P. 

6 4 0 
3 2 0 
9 6 0 


KS. A. P. 

4 3 0 
.2 10 
6 4 0 


ES. A, P. 

3 2 0 
19 0 

4 H 0 


Slightly lower rates are proposed for certain special tracts. The above 
scale is intended to apply to existing works and it is open to GoTOrnmeut 
to fix enhanced money rates in the case of new works if necessary. The plan 
proposed by the Government has the merit of simplicity so far as the grmip- 
ing of sources and the classification of crops are concerned. But the point 
is whether the money rates are based on any definite principle. 


5 The policy that should he followed in the determination of water- 
rates 'was discussed at length in the later half of the nineteenth century and 
the views then expressed may be suimnarised as follows; — 

(i) Water-rate .should be fixed so low as to make it moderate in order 
tjiai it might not press hard on inferior land. 

liil The method suggested above would involve a certain amount of 

sacrifice of revenue and if tliis is to he avoided it would he necessary to have 
saciinujjji . +„ guch gradations should have reference to the 

Sure oI tli supply rf aua iwl- proportioned to the outlay on the 

sorerel u-orS o?lrt-igatiop, u-hich u-ould not he ahvoys easy to trace -a* 
accuracy. 
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(ill) The rale of waioi' cess should ho dcLorJuined by Lho wants of tho 
State, the maxiiiiuiu I)eing the sum which the ryot is ai)1o to pay without 
discouragement to industry and improvement, and the minnmm the amount 
required to reimburse tho expenses incurred in furnishing tho water and 
tho interest thereon. 

(iv) The rate should bo fixed with roforonce to tho cost of the supj)]y 
to the Government and the increased value given to the land by the supply, 
by its safety from inundation, tho freedom of its drainage and tho saving 
in the cost of conveyance by tho substitution of water for land transport, 

(v) Water-rate should bo uniform and not graduated according to tho 
supposed i^rofits of the recipient, as tho value of tho water to the seller re- 
mains the same whatever tho piirpose for which it is used. 

In my humble opinion, water-rates should bo fixed on a duo considera- 
tion of the wants of the State, tho increased value given to land by the 
supply afid tho economic condition of the tract. 

The wants of the State should be determined not solely with rofereuco 
to the cost of tho particular irrigation work; regard should bo had also to 
tho cost of general administration including the cost of providing irrigation 
facilities in tracts less favourably situated, “Each district of the province 
is not to be governed for its own sake only or to bo assessed according to its 
own requirements”: e.g., the rich deltaic tracts of Godavari, Kistna and 
Cauvery where the existing rates are very low ought to ’pay the full fair 
rates, so that Government may have a sufficient surplus for tho improvement 
of irrigation in districts like Bollai-y and Anantapur. 

The State is also entitled to a share in the additional value given to land 
by the supply of water to it at tho cost of tlm general tax-payer. No hard- 
and-fast rule can be laid down as to how this share should bo determined; 
each case will have to bo decided on its own merits. Tho value of the Govern- 
ment share may bo recovered either in a lump sum or by an annual levy 
merged in tho water-rate. The latter course, however, seems preferable foi 
the following reasons : — 

Tho levy of. a lump sum virtually amounts to a rodemiition of a portion 
of the annual charge for water and to tho extent to which the charge is so 
redeemed, Government will be deprived of the benefit of periodical revision. 

During the initial stages of the working of a new irrigation system and 
until conditions are fairly settled, a i-eadjustment of the ayacuf may be 
found necessary. The levy of a fee may bo construed as implying a guaran- 
tee to supply water and as precluding Government from excluding from the 
(lyaeut any land on which the? fee has been recovered. 

From the jjoint of view of the ryot, there is the objection that ho 
will have to pay a premium before he has reaped any actual benefit from 
the irrigation work. The levy of a lump sum is likely to be strongly re- 
sented, by ryot, while a small enhancement in water-rate would probably 
go unnoticed. "In this connection, I would invite attention to the vehement 
opposition which the proposal to levy a small inclusion fee in the Kistna 
Eastern and Godavari Western deltas has evoked. 

Lastly, the ability of the ryot to pay should also he taken into 
account in fixing the rates. The rates should not he so high as to press 
hard on the land, hut should he fixed so as to leave a reasonable margin 
to the raiyat, 

■' 6. Judging from the standards mentioned above the existing scale of 
fixed' rates as well as tlie scale which the Government intend to introduce are 
exceedingly low. The existing scale was drawn up more than half a century 
ago. Since then, conditions have considerably changed. The cost of adminis- 
tration has increased; the value of water has gone uj) in view of the high 
cost of construction of new works, and the prices of food crops have also 
risen. The ryot can well afford to pay four or even five times the extisting 
rates. For examiile, Government charge Rs. 5 per acre for a single wet crop 
on proprietary lands in the Godavari delta, whereas in some of the neigh- 
boiirhig "^estates the proprietors charge as much as Rs. 20 for water supplied 
from a far inferior source. It is reported -that under the Atmaknr Lift 
Irrigation Company’s pumping system, a water-rate of Rs. 4 per acre is paid 
to the Government, and Rs. 8-4-0 to the company in addition to a premium 
of Rs. 50 per acre charged by the company. At 25 years’ purchase the pre- 
mium works out to Rs. 2 per acre. Thus the total amount paid per acre 
is Rs. 14-4-0. The existing rates may, I submit, be doubled without causing 
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^ and yet tliere was such a strong opposition 

1 1 tuo Legislaiiivo Coiincjl to tho I'aising of the rate even to l?s 6-4-0 T 
am afraid that it would be impossible to secure a fair rate unless the people’s 
representatives in the Legislative Council change their mentality. The mem- 
bers for Godavari and Kistua contended that the delta works in their dS- 
tricts n ore constructed at a comparatively small cost, that the outlay had been 
recouped several times over and that there was no justification for any in- 
croaso in rates. Similarly, the Tanjore members might contend that the 
original works in the Cauvery delta were constructed by natiye kings that 
tho irrigation rovoiuie derived from the delta is more than sufficient to cover 
the cost of improvements, and any increase in rates would be unjust. The 
members who object to any enhancement pf the existing scale are the first to 
urge that the Government should undertake extensive schemes in famine 
affected districts. If the Godavari, Kistna and Cauvery deltas are to be let 
off with a light charge, it is difficult to see how funds can be found for the 
development of irrigatioii in tracts less favourably situated. ' 

The Legislative Council insisted that it should have a voice in the deter- 
mination of water-rates. In deference to their wishes, a provision has been 
made in tlie Irrigation Bill that water-rates shall be fixed by means of 
a Taxation Bill. In view .of the responsibility which the members of the 
Council have assumed, it is hoped that they will 'give up the short-sighted 
policy which they have hitherto pursued and view liie question in a broader 
light. 


7. In the questionnaire issued by the Committee, mention' is made of 
certain plans which have been suggested or adopted elsewhere. They are — 

(i) To charge tlie bare cost of supplying the water, including interest on 
cajiital invested. 

(ii) To charge a fair commercial rate. 

(iii) To increase the land revenue by taking the same proportion of 
the comliined output of land and ivater as would otherwise have been taken 
of the output of the land. 


(iv) To charge by volume. 

(v) To sell the water by auction to the highest bidder. 

To the above may be added the system of leasing which seems to be in vogue 
in certain provinces. I have dealt with item (i) in connection with the 
principles on which water-rates should be fixed. I would, however, repeat my 
opinion that water-rates should be fixed with reference to the wants of the 
State including the cost of supply, the additional value imparted to the land 
by the supply and the ability of the ryot to pay. As regards item_ (ii) I ven- 
ture to submit that it Avould be objectionable to view the State in its relation 
to its subjects as a mercantile business concern. While the State is entitled 
to raise by means of taxation the funds required for purposes of adminis- 
tration, it is equally bound to see to the welfare of its pbjects, and anything 
which would savour of a commercial business transaction betAveen the State 
and its ryots should, I submit, be deprecated. The proposal is also likely 
to dislocate the system of revenue administration in this province. Item (iii) 
is dealt Avith later in connection with the subject of consolidated assessment. 


The system of charging by volume has been dealt with at length by the 
Irrigation Commission of 1901-1903 and by Mr. Leach in his report disposed 
of in G.O. No. 1089, Revenue, dated' I9th July 1923. I can add nothing use- 
ful to the conclusions arrived at bj’^ Mr. Leach Avith Avhom I entirely agree. 

The proposal to sell Avater by auction to the highest bidder or to lease 
it for a term of years is also objectionable on the ground that it would 
render it impossible for Government to deal directly AAuth the individual 
ryot. Disputes are bound to arise in the matter of distribution of the charge 
bv the auction pux’chaser or the lessee among the ryots and their recovery. 
I am aware of tho existence of the system of leasing in some of _ the other 
provinces, but there the ryots were somewhat lukeAvarm, and special induce- 
ments were found necessary to encourage them to use canal water. In this 
province the ryots do not stand in need of any such inducement. Moreover, 
the Irrigation Acts of those provinces contain a specific provision enabling the 
middlemen to collect water-rate by summary process (vide Sections Bengal 
Irrigation Act, and Sections 46 and 47 Northern Indm Canal and Drainage 
Act) : there is no similar provision in our Irrigation Bill. The lessee or the 
pnrciiaser Avill, therefore, have to resoi’t to ordiaar5f civil court, and we 
kiioAV Avhat civil litigation in this province means. 
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8. In conclusioiij I would submit that tlio land tenures of this province 
are peculiar. Under the same irrigation work there are ryotwari lands 
nunor inams, whole inam lands and permanently-sebtled estate lands. Tho 
crops grown are not uniform. Hie lands do not all have equal rights. 
There are Tested rights sifcH aa mamitl wet rigid s to be respected. The 
policy has all along been for the Government to deal directly with the indivi- 
dual lyot, and there is a lack of coojjerative spirit among the ryots gene- 
rally. In these circumstances, a system of simpliJied acreage water-rates, such 
as the Government had in view, seems to be the one best snited to the con- 
ditions of this province. The money rates proposed, however, are Capable 
of enhancement. I would also suggest that tho system of levying consoli- 
dated assessment, which is a .serious jnqicdiment to tho growth of Irrigation 
revenue, be abolisbed and that all irrigated lands be registered as dry and 
charged the appropriate Aviitor-rato in addition to tho dry rate of assessment. 
The Amine of consolidation is detimcted bj' tho limitations to AAdiich the assess- 
ment of land reAmnue is noAv subject. Consolidation may have been a useful 
expedient at a time Avhen lyots did not fully appreciate the benefits of irri- 
gation, but conditions liaAm changed since and there is no longer any need 
for it. The only adAmutage of consolidation is that tlio registered holder of 
a web field is bound to pay tlio assessment thereon, aaIi ether ho cultivates it or 
not, provided water AA'as -available. This advantage can be had even Avithout 
consolidation by registering tho lands as hajjat AA'et, as is done in Godavari 
and Kistna. Hajiat Avet lands are drj’ lands for Avbich tho ryot desires a 
supply foi\ the irrigation of a Avet crop not for a single year only but from 
year to year, and his application is sanctioned. Lands so registered are 
liable to water-rate whether cAiltivated or not, provided water is available, 
until the ryot applies for a discontinuance of tho supjilj' which seldom'hap- 
pens. I would urge not only that there should be no consolidation in future, 
but also that the i-egistry of all existing Avet lands be altered from wet to dry 
at I'esettlenient. More than 70 per cent of the irrigation revenue is from 
lands registered as AA'et, and unless their registry is altered, there will be 
little or no scope for the expansion of the irrigation i-evenue derived from 
them. T anticipate no legal difficulty in the matter. The right of a ryotAvari 
landholder^ of land registered as wet is limited to a continuance of such 
supply as is sufficient for his accustomed i-equirements, and my proposal does 
not interfere witli this right. Under the existing Avater-rate rules, Govern- 
ment may, at their pleasure and Avithout rendering themseh'es liable to any 
compensation, discontinue supply to land registered as dry. This rule -will 
require modification in respect of lands Avhich h.aA'e undergone a change of 
registry U-om Avet to dry. There is also a provision in the Irrigation Bill 
that lands registered as dry Avhich have been irrigated with wet crops con- 
tinuously for a period of ten years acquire a right to- supply. In some quar- 
ters it has been suggested that the difficulty created^ By the system of consoli- 
dation in regard to the free development of irrigation revenue may be obvi- 
ated by the levy of special rates of wet assessment. This remedy, 1 submit, 
is objectionable as offending against the principles of settlement. 


IVIr. Srinivasachariar gave oral evidence as follo-ws : — 

The President. Q. — ^You ai-e noAv Revenue Officer for the Mettur 
project? 

A.— Yes. 

Q. — ^You have been intimately connected Avith the Irrigation Bill and 
Avith questions of land revenue and water-rates as Under Secretary and 
Secretary in the' Land Revenue Department? 

A. — ^Yes ; in fact, I drafted the Irrigation Bill. 

Q. — ^You have also Avritten a book on Ii-rigation Law P ' 

A.— Yes. 

Sir Percy Thompson. Q. — Could you tell us exactly what is meant by 
classing land as wet and dry? 

A.— Yes. Where land is cultivated with wet crops— paddy is the principal 
wet crop in this province — ^the Settlement Officer fixes the outtui’n on the 
basis of paddy being groAvn, and determines the money value of it with 
reference to the commutation prices. The assessment is fixed on the basis of 
the money value after making certain deductions. The land as assessed is 
classed as wet in the . revenue accounts. 
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Q- — is a wet croj) and Tvliat is a dry crop? 

-A- — Paddy is classed as a wet crop and cJiohnt is an instance of a drv 
crop. 

Q- ^^^^lat is tlie diffcronco heln’cen tlje tvro? Docs it mean that the 
one can, and the otlier cannot, be grown ivithont artificial irrigation? 

is not a question of what is gromi. For the purpose of sottlcinont, 
lands are divided into two classes, dr^- and wot. Wot lands are those whieh 
.arc registered as wet. I’iiesc are lands which are systematically and regiilarlv 
irrigated from an irrigation source, and on which wet crops are raised. The 
assessment on those lands is consolidated. No separate ciiarge for water is 
made. The standard wet crop in this province is paddy. The principal 
dry crop may vary. In some places it is rhokim, in others ragi and in some 
others ciimbi/. In parts of Bellnry, for example, it is a mixture of two or 
three crops. 

T/ic Prrsidcnf, Q . — Before you proceed further, would you explain ahotit 
garden crops in this Presidency? They arc different from garden crops in 
other ])rovinces? 

A. — The word 'garden’ here is not understood in the sense in Avhich it 
seems to ho understood in other provinces. The meaning of the word ‘garden’ 
v.irics from distiict to district. For examj)Ie. in Godavari, a dufuml crop 
wh'eh stands on the ground for more than one year is clashed ns ‘garden’. 
I do not mean to say it stands for more than twelve inonths. Jt is raised 
in one year and is allowed to stand on the grotind in tho snh«equont year 
also. 


Q. — The point about this is that on garden lands you can grow a wet 
crop by well-irrigation, hut since wo do not malce any charge for the 
improvement, you would only p.ay a diw rate? 

A. — In .South Kanara and Malabar, these garden lands arc treated more 
or levs ns wot lands and hoar wet assessment. That is what T meant, when 
J .said that the praetico was not Jiniforni. 

Q. — Over the greater part of tho Prevideney well-irrigation is treated 
ns dry land? 

A. — ^Yes, 


.S'ir T‘rrc]i Thomjifnu. Q. — Tf you have land which has been wot for 
years and yeans, lu»w do yon estimate tho diy assevsinent on lliat land? 

A. — If it has been wot, it will he treated as .wet land and wet rate of 
rwo^-iacnt will ho levied. 


(?. — But ymi .say that in vonie cases watcr-rato is treated ns the difTeicace 
between tin' wet and dry nssossmont. If land lias been wet for, say 
10 years, ]iow can yon ealculiite wb.at the dry avscssinont would be if (he land 
wort’ <lry? 


A. --In fact no attom))( lias liccn made in this iirovime to calculate tb.at. 
Tbe.t iv one of tlu' objocinms raised to nhal is <’ulled tin' «liircrc'nlial v, .iler- 
rat'* h\sicin. When <lry land is irriualed and ipow.s a wet crtip, vljat is done 
is the' ullieer tal:*-, tie* r.'ite eerie .jiunding to the dry cbesificat ion of the 
Jami. T.ands are divided into fitifitii". .^iippiee a (iic(e ol dry land. 
f.iKUii 1, IS a-'es...!! at Hs. :! and v.et land, (nunn I, is a-si' '<.<1 jit ft-.. I'l. 
It this dry land i- f tihiv.i’e.l v i(b a v.et cioji uitb the ai<I of Gmernmeiu 
rater, the dlliel etu i* lielv’eeti Its. b'l Its. .‘t, vi,-.. It’, I'J, is i .larged 

V -r.ile. 


n--Bui as lime goe. I>\ ami • y.ir aftm \ear In- fat.m v.uer and b. 
n .ed at Kv. I'l. tbe'iend.'M.y s id Im to fofge} fb.- bmd ra- dry 

\ -Not m<e .aiilv, 'i'be o!d j<F gim- m, the originut «iry rate and 

,.i;,.nt iin.w.ee doe to (('.i-ioiu In fml. in tbiH pro', inte 
liv btl.d 2it i*- ett!e!i,>-e.t' . We < n!\ tai e the i .eient 
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Q. What is the reason for this difference? 

„ Government lands, under the differential wi+pv m+n 

aLeSent^ the /o'? the wet assessment and’di^ 

Tvstem of ^ zamiiidans, the lands are not classified, and this 

system of diffeiential water-rate cannot, therefore, he enforced in xaniindaris. 

n „ ^®^®i’thpless, 1 take it that a ryot in a zaniindari pays praelicallv 
Uio same as a Government ryot. ^ 

He pays less than what the Government rvot pays under 
the differential water-rate system. " ^ ^ 

Sir Percy Thompson. Q.— Is that intentional P 

• 1 was not intentional. In the Kistna delta, which is one of the 

tracts^ tlio original rate was Es. 4. When the rate was raised to 
Ks. o there was a big commotion in the district. In fact the ryots wanted 
to non-co-operate, and it was with great difficulty that they could be brought 
rouncl._ ibis Rs. 5 rate was imposed about 40 years ago, and the Rs. 4 rate 
came into existence about 55 years ago. The rate was only raised by a 
single rupee about 40 years ago, and nov/ when Government u^ant to raise it 
by another rupee, there is any amount of opposition. Where both the ' 
y.aniindari ryot and the Government ryot pay water-rate under, a ' common 
system, there is no differeiiee. That is to say, where the fixed water-rate 
system is the only system in force, there is no difference between what the 
Government ryot and the zamindari ryot pay. On the other hand, where 
the differential water-rate system is in force, inasmuch as the zamindari 
lands are not classified and the differential water-rate system is not suited to 
such lands, the zamindari ryots and the Government ryots pay under 
two different systems. Under the differential water-rate system, the rate 
is much higher than under the fixed water-rate system. Water-rate is 
collected from the Government ryot under the differential water-rate system, 
whereas the zamindari ryot pays a fixed charge. 

The Maharajadhiraja Bahadur of Burdivan. Q. — Suppose there is a canal 
called A and that B is the zamindari r 5 'ot ^ and 0 the Government ryot. 
For a particular canal, where the water-rate is fixed, B, the zamindari ryot 
and C, the Government ryot, pay at the same rate? 

A.— Yes. 


Q. — ^It seems to me to be quite fair that anybody who gets water from 
this canal should pay the same rate. In the case of the differential water- 
rate, because a man happens to be a Government ryot, he is made to pay 
a diffe'rent rate and you also say that the rate at which water is charged to 
.he zamindari ryot is less than the rate the Government ryot has to pay. 
Prima facie, it strikes me that your water-rate .system works more hardly 
on your ryots than it does on the zamindari ryots. 

A. — It is not that it works hard on the Government ryot, but that 
it shows undue concession _ to the zamindari ryot. The couce.s.sion is 
accidental; it i.s not intentional. 


Q—What is the reason for the zamindari ryot getting this conce.ssion? 

A. — It is duo to the system itself. As I have already stated, in the case 
of Government ryots, the charge represents the difference between the web 
and dry assessment. When this .system was fin-^t initiated, the ayeiago 
differential rate was probably equal to tlie fixed rate that the zamindari .ryot 
was paying. But at each settlement the wet and dr.y assessments are raised, 
the wet assessment in a higher proportion than the dr.y 

result that the difference is also correspondingly raised, while the late that 
the zamindari ryot pays remains more or less fixed. 

U,- Trader 0 —You say that the difference is equal to the wet assessment 
ihel j’ Jsessmeat. Ho„. do you orri™ at the >vet assessmoutf 

A.— The wet asses.sineiit is fixed at the settlement by the Sottlemenr 
□ircor. 

Q—’SYliat does he take account of? 

A — He takes into account the .soil conditions, facility of immigration, 
ffc., and various other factors. 


Q.—Woii’t ho 
ifferonce then? 


do 


the same as regards dry lands? 'Wherein lies the 



A. — .In llio cubo of dry lands thevo is ivo cinesllon oC Uie I'uciUly ot 
irrigatiou and tlio crop Lhal is groan on woL land is dill’crcnfc from Lho crop 
that is grown on tho dry land. Tho dry .land grows dry crops such as cainbu, 
cholum. Tho wet land grows principally paddy in this province. The assess- 
ment is based upon the outturn also. 

Q. — Is not tho position like this? You have already rice growing^ on 
land which gets no irrigation whatever. When Government starts a project 
and supplies water and makes tho crop wot, then you assess tho water-rate 
Avith reference to the rice already growing on hinds to which Avator is not 
supplied. IloAV do you get at your Avet assessment? 

A. — The assessment is li.Kcd tipon the A’aliie of tho outturn ot the staple 
produce. It varies in each district, hi the case of net hind, rice is taken as 
tho staple produce. So the (mttnni on each class of land is determined by 
means of tho cropping experiment, and alter making the usual deduction for 
vicissitudes of the season, cultivation expen.ses, etc., a proportion is taken as 
voi)resenting the Government shai'o. 'I'hat is tlio wet assessment. Tlic crop 
that is taken as the standard is diirerent, and in the case of wot lands tlio 
facilities for irrigation are also taken into account. 

Q. — ^^Iro there any Avot lands Avhich get no irrigation whatever from 
GoA'ernment sources? 

A. — None, unless yon think that ittaiutcttri lands are Avet lands. Tho 
principles of settlement are quite different in i\lalal>ar. In fact, in Malabar 
and South Kauara, no irrigation Avorks are constructed by Government. 

Q. — Arc your dilforential rates equal to tho outturn on your Avet lauds 
miiius tho outturn on your dry lands? 

A. — ^No. It is tho dilferonce botAveeu tho Avet rate of laud revenue 
assessment and the dry rate of land revenue assessment. 

Sir Percy Thompson. Q. — Supposing your net assets per acre of land of 
a certain quality is, say, Its. 10 as dry land and Rs. 40 as Avet laud; if the 
procedure at settlement is to talce 25 ])or cent of the net assets, you Avill 
get the rcA'enuc assessment Its. 2i and Its. 10 respectlA'cly. Your Avatcr-rato 
AA'ould be the dilForeuce botAveen the tAvo, vi;c., Its. 7i? 

A. — ^It Aviil be under tho differential Avater-rate system. 

Q. — So that on this procedure you limit yourself to charging for Avater 
25 per cent of the net increase in tho value of the land duo to tho application 
of Avater? 

A.— Yes. 

The President. (J. — Is not the fallacy underlying tho Avholc of the dilfer- 
ontial system that land Avluch is in the first turam dry Avill also be in tho 
tirst taram Avet? 

Dr. Uyder. Q. — Will you ploa.so in the first place define Avhat a tarum 
is? 

A.-|-Lauds in a village arc classified according to tho outturn, facilities 
for irrigation, means of communication and so on, and are divided into 
different groups. For each ttiruin or group a separate rate of assessment 
is fixed. Similarly in the case of dry laud, differouL {uruins are fixed and 
for each taram a different rate of assessment is fixed. 

Noav a first taram dry land need not necessarily be a first taram aa’cl 
land Avhen irrigated. 

Sir Percy T/ioiajwoa. Q. — ^Why? 

A. — ^Because tlierc arc some lands Aihich do not take to irrigation vciy 
Avell. For instance, the black cotton soil is considered in these jiai-ts to bo 
more suitable tor dry cultivation than for Avet cultivation ; and simply 
because tho black cotton soil haiipens^to bo a first turam dry, to say that 
if it is irrigated it must come under the first taram Avet is certainly Avrong. 
For purposes of this differential Avatei-rate, that is assumed to be the case. 
It is on that ground that the system has been condemned by the Government. 
But the advocates of the system claim that it is very scientific, the opponents 
pointing out that the AA'hole classification is wrong. If you Avant the 
differential rate to be correct, you must for each piece of land fix not only 
the dry assessment but also the corresponding taram Avhen it is irrigated. 
If you do that, your system Avill be correct. Instead of doing that, you 
shnply put arbitrarily dry laud of the first tarant in the first taram ot 
the wet series and that is absolutely Avrong. 



The Maharajadhiraja Bahadur of Bunhcuii. Q.~But was not the system 
mlrocluced by tlio Govemuiciit itself? Is it not now in rogue? ^ 

A.~Tt is in vogue only in eight districts. 

Q. Has not the princiiilo been accejited by tlie Government? 

A.— It all depends upon the constitution of the Government. • If th- 
Government consist of members ivho advocate the svstem, it will bo accented 
as sound, " ^ 


Q. — ^How long has this been in force? 

A. — Tt was only seriously introduced in 1910-11. 

The Brcsklent. Q.— Would you explain to the Committee the whole 
process — what tlic Jcurnaiu has to do and so on? 

A. — The l-arnaui. lias to calcnlatc the water-rate oii a piece of dry laud, 
lie take.s the d'lijUf register wherein the dry assessment is given, and tlicii 
he lias to find out the corresponding wet assessment. The ditference between 
the wet and dry may bo even in pies. He has to apply this to the exact area. 
AH this involves a good deal of working and calculating. 

Q. — It become an cxtromelv complicated process. 

A.~Yes. 

Sir Percy Thompson. Q. — You sa 5 'j “In this province about 70 per cent of 
irrigation revenue is from laud Avhich is classed as wet in the revenue 
accounts”. Suppose you have dry land in the first taraiii. When you apply 
this consolidated rate, is it necessary to take it as first turain wet? 

A.- -This classification is made by the Settlement Officer, who tries to 
avoid all this. The whole trouble arises where, during the currency of the 
settlement, the dry laud is irrigated and the revenue officer has to charge 
it waccr-rate. 


Q, — It Avoxtld be put right in the next settlement? 

A. — Yes, if it has been continuously irrigated. 

The President. Q, — At settlement, the wet or dry rate is fixed for oaeli 
piece of land on its merits? 

A. — ^Yes. 

Q, — ^lu the consolidated rate, the water is guaranteed? 

• A. — ^Yes. 

Q. — ^The differential rate generally' ai>plies to lands outside the guaranteed 
area-s ? 

A. — ^Yes. 

Sir Percy Thompson. Q. — Suppose in any' particular year you cannot give 
water ? 

A. — Ordinarily, there is no difficulty of giving water, especially under 
the more important deltaic systems. 

The President. Q. — So you have got the consolidated rate for the guaran- 
teed area, and for the land outside the guaranteed area you have two different 
systems~the differential rate and the fixed rate. 

A. — Even in the case of guaranteed areas, there may be differential rate. 

Q. — ^You say' that Ibc Government propose to abolish the dilforcutial rate 
and introduce the fixed latc which will vaxy witli the .sourco of supply and 
tlio crops on the ground? 

A.— Yes. 

Q would go fui'tber than tho Government and abolish tlio con- 

solidated rate and make the fixed rate applicable in all cases? 

A. — Yes. 

The Mahinvjiuihinijo Balnuhir of liurduuii. Q.~-.T)o f uiKlcrstaud that 
with the fixed rate all lauds vill he icgisteied as dry ? 

'The President Q. — Ho would classify' all lauds as dryj and the charge 
for water would bo talceu separately. If it is under a precarious source of 
irrigation it will pay' a lower rate. 

One advantage you claim for the fixed rate system is that tho rates can 
bo revised according to expediency? 

A. — Yes. 
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Q. — ^llow oftoii and ou Avliai data .siiould tlio rovi«ioa Lako placoP 

A. — T Avotdd roviso tliu rates with referoiuo to the iiicrcaso in x)ric;c.s 
111 t'uet, there ivas a eoimnittcc — the Water-I’ates C'oiiiniitleo — appointed 
to consider that system and they reported in Tavonr of revising the rates at 
each resottleinent. 

Q. — Yon are proposing to abolish tlie consolidated wot rate altogether. 
Would you not advocate a periodical revision — say once in five years? 

A. — ^Yes, if the prices would justify it, wo might review the situation 
and revise the rates. T liavc no objection to that. 

Q. — And .von would not lake the outlay, llie interest on capital cost and 
the cost of maintenance into account, c-'ciojit for determining the minimuin 
rates ? 

A.— Yes. 

Q. — ^Your rates would lie li.xed by llie Council? 

A. — That is the idea uiulcrl.ving the firigation Hill. It is to ho by 
moans of a taxation Bill, nitherlo, it was by rules made under the 
Irrigation Cess Act. 

Q. — ^AVould you regard water-rate as taxation? 

A. — Not wholly. It is partly taxation and partly a .service payment. 

Q. — You say, “The rate of water ce.ss should bo determined by the wants 
of the State, the maximum being the sum which the ryot is able to pay 
without discouragement to industry and improvement and the minimum the 
amount reciuircd to reimburse tlie expenses incurred in furnishing the water 
and the interest thereon”. 

A. — ^Yes. 

Q. — ^^Vould you have uniform rates throughout the province? 

A. — ^It may not be po.ssible; for instance, a Bellary ryot may not he 
able to pay as much as a Kistna or Godavari ryot. You will have to begin 
with concessional rates in the backward districts. 

Q. — ^You can have uniform rates in homogeneous areas. 

A. — ^Yes. 

Q. — ^And you think it is perfectly right that the more favourably 
situated area should jjay for the less favourably situated area? 

A. — Yes. 

Q. — ^You consider the present rates very loiv? 

A. — ^Yes ; very low. In fact, I have stated that in the adjoining zamindari 
areas about four times these rates are being levied. 

Sir Percy Thompson. Q. — You say that the more favourably situated areas 
should pay for the less favourably situated ones. Sui)j)ose you have an 
irrigation scheme and supiiose you charge a rate of Rs. 5 per acre .on it. 
Now you decide to take up another scheme to irrigate other lands and it 
won’t pay you unless your rate is Rs. 15 per acre. Now will your suggestion 
come to this : that merely because you take ui) a less favourable scheme, you 
should raise the former rates also? 

A. — Ye,s; if the ryot can pay more than R.s. 5, 1 should certainly raise 
the rate. 

Q. — I don’t see why one scheme should depend on the other. 

A. — I take the wliole irrigation scheme as one. 

The President. Q. — ^Would you undertake schemes ivliich will not pay 
their ivay?- 

A. — Sometimes they should be taken up as famine insurance works. 

Sir Percy Thompson. Q.-— Suppo.se thei-e is a scheme and at the rate of 
Rs. 5 per acre, it jiaj’s veiy handsomely - and you undertake another scliomo 
which will i^ay only if 3mu charge Rs. 15 and the ryots are 'willing to pay 
Rs. 15. Would you charge this at Rs. 15 and leave the other at Rs. 5? 

A. — ^Yes, for the time being — till the time comes for periodical revision. 
Then, if I find that Rs. 5 is a low rate for that tract, I should raise it 
irresiiective of my other demands or wants, because I find the ryot is able 
to pay more. 




‘inumul 


2'/(e President. 0. — Will i 

»«i a,ul o-MJ-uu what you hy the 4e™a 

-‘^•~-‘Muinid Avet’ is ntri , 



SiZSSs 

kuoAvu a. Uaamil Avet>. "ater is allowed free and tiiat land 

to avoid the trouble"^ orfuivLui^n^^^^ ^‘'“^“idari. Witli a vien- 

applies for water for his fieW and Jhe i,? f “^?Pection wlieiievei a r ol 
Governnient and tlie ryot laiil 

legistered in the accounts as bamf u-efc extent so ciiltmited is 

to p^„ „,„pot wot fate ch,o loo 

Q— He practically has a guarantee of water? 

A. — ^Yes. 

aZS tto ««„(? 

Q.— And Avould you advocate a betterment tax? 

A.— Not in a lump sum. X would prefer to merce it in +l,. , , ' 

Q.-Would y„„ not „.ake it a terminable aTn^f “ 

A. No, I will make it a permanent charge 

at rSment?"'”*’"’*' «■<> «f « betterment tan 

aamit£5''landr ‘''t 6evenm,ent landa but ato with 

ruie?*’~™° tettlenmnt h very etrictly limited by the ISJ per cent 

reco,fli7SS'l.Slht^Srifc ‘“be the full half and 

rate''i^u'wm't:^‘o 7ght T'lmlif “-olidatod wet 

A.— Xu fact they get it under the Bill automatically, 
ralef beS'feaU wXh. ?h7lill/““‘' »bolkh the contelidalcd 

in tlmlI!;rilo™;no‘a^^^^^^^ fate will b„ 

Q ]>i’e-'>ent there is nothing comuclliii"- the 

&ettlenient^Ofhcer to .settle the irrigated land as consolidated wit? “ 

Q.— And if irrigation is introduced during the period of 'tho settlo- 
ment, you charge dry rate plus water- rate? ibottio 

A. — Yes. 

Q.— With regard to the Mettur project, you cannot make it pay its way 
ir you charge less than Bs. 15 per acre as water-rate? 

A. — Yes, Avhereas the standard u'ater-rate is only Rs. X. 

Q. — [f you impose a consolidated wet rate, you cannot make it up? 

A.— No. That is why it is proposed to keep the laud as dry and make the 
ryots pay a separate rate of Rs, 15. 
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Q. — ^EvGii at Rs. 16 they will tako tlio M'aler? 

A. — ^Yes. [f they gob water, they arc bouiul to pay under the Act. 

Dr. FiiraiLjpi/e. Q. — Under the 13111 no charge is to ho made for 
porcolation. If a person does not tako water for hi.s land, wliilo people 
owning lands aroniul it Lake water, he will get the henelit of tlio water h.v 
-percolation; or he may sink a well in his held and ho can get water. 

A. — There is no objection^ now to sinking a well. I'ho rjnesLion of 
percolation is nndor the consideration of the Government. I know that 
this e-Komption is going to land us in dilRculties and the question is being 
very seriously considered by the Government. 

The Presiilent. Q. — In the I’unjab certain principles liave been laid down 
with regard to irrigation. The first is that the irrigation enterprises should 
be treated as a whole. 

A. — I am in favour of that. 

Q. — The second is that the rates should bo uniform. 

A. — r do not think that will bo possible, except in homogeneous areas. 

Q. — The third is that the supply of water should be so regulated that 
each man should get enough for an average rotation of crops. 

A. — I do not know what it means. But in this province there are some 
vested rights to be respected. 

Q. — Is there not enormous waste of water? 

A. — Yes, there is. But the courts have given various decisions as regards 
the fights of the ryotwari holders and wo are bound to give water sufficient 
for their ‘accustomed requirements’. 'I'ho phrase ‘accustomed requirements’ 
is very wide. If he is accustomed to waste water, he may claim ho Is 
entitled to get it. 

Q. — Don’t you tako the opinion of agricultural experts? 

A. — But the tenant will nob have any difficulty in getting another expert 
to say that it is absolutely noce.ssary. Wo are trying to take some power to 
control supplies. 

Q. — The next principle is that the charge should vary with the crop. 

A. — In this iirovinco the charge does vary v/ith the crop. 

Dr. raraujpye. Q. — Suppose j'ou can grow cither rice or sugar-cane on 
a particular piece of land and both require the .same amount of water. Now 
growing sugar-cane is far more profitable than growing rice. Do you charge 
tile two crops at different rates on this ground? 

A. — No, I would not do that. I will tako the land as a whole. I will 
take Avhat additional value land has acquired by the ap])lieation of water 
and take that into account when fixing the rate. This year he may grow 
sugar-cane. If T ask him to pay higher rate this year, next year if .he leaves 
the land fallow he maj’^ claim that wo are not entitled to charge anything. 

Dr. raraujpye. Q. — 1 rro.spectivo of any use that ho makes of the Avater? 

A. — That is practically introducing the volumetric .system. 

Q. — ^Why do not you depute one of your officers to study that .system? 

A. — It has been already condemned. You will find it in Mr. Leach’s 
report. 

The President. Q. — ^You could not possibly Avork it here? 

A. — ^No, Sir, Ave cannot. There are practical difficulties. Mr. Leach has 
also dealt Avitli that question. Mr. Galletti is in favour of it. Among 
the engineers themseNes there seems to be a difference of opinion. The final 
conclusion arrived at Avas that in this province it Avill he a failure. 

Q. — Has it been tried? 

A. — ^It has not been tried. The Chief Minister has promised to try it in 
one particular channel. No serious attempt has so far been made. 

Q. — ^Who manage the supplies from the particular channels? 

A. — ^There are informal panchayats, not statutory bodies. 

Q. — ^Do you knoAV of tank panchayats in Mysore? 

A.— No. 
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Q. — You liave some pauchayats here? 
A.^Yes. 


Z?r. Paranjpyje. Q.— In Mysore there are local bodies. 

A. The Irrigation Bill does imovide for them here. 

1 • Q---I have a recollection of a pancliayat at Tinnevellv 

whicli distributed water to an area by auction, 

A.-— I am not aware of any such case. I know they are exercising eontrcl 
over distribution. But the actual collection is made by the Government. 


T j.?’ ’ ^ that the depressed classes come up to the 

district offacers and ask them to give water as the paiichavats would not "ive 
them water? ‘ ” 


A. — I have no knowledge of it. 


Q. — Have they protested to you? 

A. — So far as inj' knowledge goes there has been no protest. 

Q.—Are they for the sj'stem of panclnayat or arc they against it? 

:t. — If it is a pauchayat in which they have confidonce they won’t 
object. It all depends upon the constitution of the pancliayat. If it is a 
factions village wliere depressed cl.asscs aie oppressed by "higher classes, 
I suppose there will be trouble. 


SirPei'CU Thoinp^o^> • Q- — you agree with or disacnt from the firt two? 

A. — I do not know. There are some places where they arc treated 
properly. 

Sir Percn Thompson. Q . — Do you agree with or dissent from the first two 
principles? I gathered that you dissented from both and would treat each 
project scparatelj*. What do you mean by ‘treating tbo system .as a whole’? 


A . — -As I have already exnlained, there are certain very e.xcellent .svsloms 
in which very low rates are l>eing levied at present. In the Godavari delta 
Ihs. o iri the rate that is levied now. In Kislna the -same rate is being 
levied. T know porsoiially that the ryot can atfoid to pav three or four 
limes the rate. There ha.s recently Iicon a line and cay for undertaking 
somo irrigation work.s in the liackward districts of Bollary and Anaiitaniir. 
People there are very poor and <-aiiiiot afford to pay Uii' rato.s rociuiri'd to 
make the proiocts ^iroductivo. iVIy point is: rai'^o the rates in Godavari 
to a fair level. Get the suriiUis from there and utilise it for the haekward 
districts. 


Q. — ^Would you raise the Its, o rate on the sheer merits of that scheme 
and not on the demerits of .some other schomo? 

A. — I would use it for tlio henefit of other schemes. 

Q. — Then you are nob treating tho schemes as a whole. 

Dr. Iljplcr. Q.— Do you think the ryots will pay Bs. la per acre in the 
Mettur .scliemo? 


— -The rvots can afford to jiay Its. la. The Hoard ami the f <dU'<-t»ir 
don’t ■anticipate any dilfkuUy. f think they cm ru.vsonabiy pay, I.ocau.so 
it is not simply tlio cost of the project that is taken into ai couiit but also the 
actual condition of tho ryot. 


Q.- 

anght, 


-Then vou have no programme of schemes. U* I understand .you 
in reply to Sir Pere.v Thompson, you said that you would utdec 
Urn Turnlus foi- other schemc.s. You admit that people here have hud to 
wait until tlioy were able to pay Rs. l.i.-' 

A _Wo have not waited on that account. In fact, it is the eorrespomleiue 

with tho Government of India and tho .Secretary of f 

Jdrsy wUU the Mysore Government that has been responsible for th(. dilay 

in executing the scheme. • , ... 

Dr. Porajijpi/r. Q.~Is there a great field for the extmisiou ot irn- 

gnfcioa? . 

By means of storago and reservoir .sehoiiics. 
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Q. — ^Will they be able to pay? 

A. — When it is profitable for the ryots to pay they will pay. There may 
be the will to pay; but there is the question of means also. For example, 
in the Agency where the inhabitants are aboriginal tribes and are nob 
sufficiently advanced in agriculture, wo cannot expect them to pay the same 
rates as in the plains. 


Mr. R. SUBBIAH WAIDTJ, Proprietor, Messrs. S Miller & Co., 
Cigar Mamifacturers, Dindigiil, representing the Cigar 
Mannflacturers of Dindigiil and Trichinopoly, 
was next examined. 


Written memorandum of Mr. Suhhiah Waidu. 

Protection of home industry. — Tlie cigar industry in India has been in 
existence on a large scale for more vhan a century, giving employment to 
several thousands 'of hands. Dindigul and Trichinopoly are the only centres 
of cigar factories in the whole of India, excepting Madras, where there is 
only one factory. This big Indian industry siqiporting many- lives requires 
protection by the Government as a “home industry”, as various Governments 
are supporting their home industries. 

1. Prohibitive import duty on foreign-made cigars and cigarettes. — In 
some of the British Dominions and Colonies and in almost all foreign countries 
as well, the import duty is so prohibitive as to effectually prevent impoi-t 
of any Indian cigars into those countries. Hence, the import duty in India 
on the foreign cigars, cigarettes and manufactured tobacco must be levied 
at the specific duty of Its. 7-8-0 per lb. net weight, as the present system 
of ad valorem duty does not produce the revenue proportionate to the value 
of the shipments of cigars, cigarettes and manufactured tobacco imported 
into British India. 

2. The countervailing excise duty. — May be levied on cigai'ettes and 
manufactured tobacco produced by machinery in British India, just as the 
excise duty is levied on the Indian mill-made clothes. This excise duty will 
not only yield extra revenue, but also will protect the home industry of hand- 
made cigars and cigarettes. 

3. Import duty on raio tobacco to be withdrawn. — As a general rule, al- 
most all the raw products, which are imported into a country for manufac- 
turing pui’xioses, are allowed free of duty. Therefore, the import duty on 
raw tobacco wrapper leaves, which are imported into India, for the wrappers 
on cigars, at* Re. 1 per lb., should be withdrawn, or at least some reduction 
in the same duty may be made, as no Indian-grown tobacco wrappei-s for 
cigars are available. For instance, in the Dominion of Canada, the unmanu- 
factured tobacco is allowed “free” of duty. 

Below, the rates of imiport duty in some of the British and foreign coun- 
tries on cigars, cigarettes and unmanufactured tobacco are given for the 
guidance of the Taxation Committee, for the sake of their comparison with 
the present inq)ort di;ty on cigars, cigarettes and unmanufactured tobacco 
in British India : — 

(1) United Kingdom — 

Cigars at £0-15-7 per lb. 

Cigarettes at £0-12-7 per lb. 

Unmanufactured and unstemmed tobacco at £0-8-2 per lb. 

(2) British South Africa — 

Cigars and cigarillos at £0-8-6 per lb., and in addition 15 per cent 

ad valorem. .77 

Cigarettes at £0-6-0 per lb., and 15 per cent ad valorem. 

Unmanufactured tobacco at £0-3-6 i)er lb. 

(3) The Commonwealth of Australi.a — 

Cigars at £0-13-0 per lb. 

Cigarettes at £0-12-0 per lb. 7 

Raw tobacco at £0-2-6 per lb, 

VII - 17 
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(4) Tlio United States of America — 



Wrapper tobacco and filler tobacco, wlien mixed or packed witli 
poi* ^11 "'rapper tol)acco, if iiiistemmod at § 2.10 


(5) Tho Uoininioii of Canada — 


Umnatuifactured tobacco “Free”. 

Cigars at S 3.90 per lb. and 25 per cent ad valorem. 
Cigarettes at S 4,70 per lb, and 2o per cent ad valorem. 


Mi’. Siibhiah Naidii gave oral evidence as follows :~ 

The witness. — Tlio cigar industry in India has been in existence on a 
laz'go scale for nioro than a conturj*, giving oniploymont to several thou.S’ands 
of hands. Dindignl and Trichinopoly are the onlj' centres of cigar factories 
in the whole of India, excepting iladras, wliero there is only one factory. 

Dr. Paranjp!/e. Q. — Is it not a cottage industry? 

A. — It is more or less a cottage industry. The largo factories are those 
of Spencers, Cakes and .\fcDowolls. This big Indiair industry supporting 
many lives rettuires protection by tho Government as a home industry as 
various Governments are supporting their home industries. 

Q. — Is there any tax on Indian-made cigars? 

A. — No; but wo pay an import duty on wrappers. We must have Sjima- 
tva tobacco as wrappei-s for our cigars. I have given some of the duties in 
tlie different countries. From that you will find that the duty on imported 
cigars in India is not so much and not snffic’ently prohibitive as to support 
tho home industry, 

Q. — In one thousand cigars which you manufacture what amount of 
imported material would you require? 

— IJ- lb. of Sumatra tobacco. For high-class Izrauds wo u.se about 
3 Ih. of Havana fillers. 

Q. — For ordinary cigars? 

A.— 1 to li lb. 

-» Q. — How much Indian tobacco do you use for it? 

A. — It will be 15 to 25 lb. 

Q. — How much would 1,000 cigars weigh? 

A. — It depends upon the size : from o to 20 lb. 

Q. — Let us have it as 10 lb. For manufacturing this you want 1-J lb. 
of imported tobacco? 

A. — Yes, on the average. 

Q_ — How much import duty have you got to pay on that? 

A.— Es. 1-4-0. 

Q. — Ad valorem? 

A. On weight. Even if we import four pence worth of stuff we will 

have to pay EeT 1 duty. The duty is Re. 1 per Ib. 

Q .—’VVhat is the rate of import duty on foreign cigars? 

A. — I think they are paying 75 per cent ad valorem. 

Q_ Ti^hat is the cost of the same brand of foreign cigars? 

^ q-jie average price would be Es. 30 and the duty on that comes to 

Rs. 22-8-0. 

O —So that for an import duty of Es. 22-8-0 that they pay, you manu- 
facture the same brand after paying an import duty of Es. 1-4-0. 

A. — Yes. 

0 — So that from the point of view of import duty you have an advan- 
tage of at least Es. 20? 

A.— Yes. 



, Q. — With that advantage can you not compete with foreign competitors? 

_A. — It is impossible. People here don’t value Indian goods. They like 
foreign cigars very much. 

Q- — ^Then no amount of eheaijness of Indian cigars would enable you tu 
compete with foreign cigai'S.S’ 

A. — The masses might smoke them instead of foreign cigarettes. 

Q. — I do not understand your iiroposition. Even if you have a higher 
duty you cannot compete? 

A. — In that case we can introduce foreign fillers to bring our quality 
up to the imported standard. 

Q. — You say you would import raw products from outside and manu- 
facture here? 

A. — ^We have been importing only fillers and wrappers. 

Q. — How would a higher duty improve your position? 

A. — ^^Ve could then very easily compete with foreign cigars as people 
woji’t go in then foi; foreign cigai’S. 

Q. — ^In that case you might have to pay Rs. 5 in duty. You still have 
an advantage of Rs. 15 per 1,000 cigars. 

A. — ^People like only foreign cigars. 

Q. — ^You confuse the issues. People either do like foreign cigars or they 
do not. If they like foreign cigars, they will buy them whatever the quality 
of your cigars may be. 

A. — If the price is prohibitive they must come to the Indian manu- 
factured goods. Uirless you prohibit foreign cigars we cannot compete. 
In some of the British Dominions and Colonies and in almost all foi’eign 
countries as well, the import duty is so prohibitive as effectually to prevent 
import of any Indian cigars into those countries. Before the War we were 
making large shipments to the United States of America, Australia and 
Egypt.. Now hardly any shipment goes. The buyers complain that duty has 
become very high. Moreover the weight of the Indian tobacco is heavy. 
If the weight of the foreign-made tobacco is 10 lb., the weight of the Indian- 
made tobacco is 15 lb. So people go only for foreign cigars. On account of 
the latest enhancement they don’t go in for our cigars at all. Hence the 
import duty in India on the foreign cigars, cigarettes and manufactured to- 
bacco must be levied at the specific duty of Rs. 7-8-0 per ijound net weight, 
as the present system of ad valorem duty does not lU'oduce the revenue pro- 
portionate to the value of the shipments of cigars, cigarettes and manu- 
factured tobacco imported into British India. A countervailing excise duty 
may be levied on cigarettes and manufactured tobacco produced by machinery 
in British India, just as the excise duty is levied on the Indian mill-made 
cloth. This excise duty will not only yield extra revenue, but also will pro- 
tect the home industry of hand-made cigars and cigarettes. As a general 
rule, almost all the raw products, which are imported into a country for 
manufacturing purposes, are allowed free of duty. Therefore, the import 
duty on raw tobacco, wrapper leaves, which are imported into India for the 
wrappers on cigars, at Re 1 per lb., .should be withdrawn, or at least some 
reduction ix\ the duty may be made, as no Indian-growir tobacco wrappers 
for cigars are available. For instance, in the Dominion of Canada, nnmanu- 
factured tobacco is allowed free of duty. The rates of import duty in 
some British and foreign countries on cigars, cigarettes and unmanufactured 
tobacco are given for the guidance of the Taxation Committee, for the sake 
of thoir covxxparisou with the present import duty on cigars, cigarettes and 
unmanufactured tobacco in British India: 

United Kingdom ; cigars at £0-15-7 per lb. ; cigarettes at £0-12-7 per 
lb. ; unmanufactured and unstemmed tobacco at £0-8-2 per lb. 

British South Africa : cigars auU cigarillos at £0-8-6 per Ib., and in 
addition 15 per cent ad valorem; cigarettes at £0-6-0 per lb. and 15 jicr cent 
ad valorem ; unmanufactnred tobacco at £0-3-6 imr lb. 

The Commonwealth of Au-stralia : cigars at CO-13-0 per lb.; cigarettes 
at CO-12-0 per lb. ; raw tobacco at £0-2-6 per lb. 

'rhe United States of America: cigars, cigarettes and cheroots of all 
kinds § l.oO per lb., and 25 per cent ad valorem. 



Q-— You uoultl like the uimiauufactured tobacco admitted 
iree and niachine-iiiade cigars and cigarettes taxed? 

A. — There are no machine-made cigars in India. 


Dr. ParanJpije. Q.— In South Africa thev eharo-e 
bacco 2 shillings to 3 shillings per Ib. ' “ 

A.— Yes. 


unmanufactured to- 


Q. — In India the duty is even less? 

A. — ^Re. 1 per lb. 

Q.— In other countries the duly is higher than in India. 

. 1 . — ^Because those countries contain rdch people. 

Sir Pcroj Thompson. Q. — You t|Uote the rates in the United Kingdom. 
There is no protection tliere at all. 

A. ^Because there is no tobacco grou'n in the United Kingdom. All 
must he imported. 

Q . — 1 suggest that there is no difrereutial duty on cigars and unmanu- 
factured tobacco in the United Kingdom. Aluch of ilie numaiiufaetured 
tobacco is tvasted in manufacture. The duty of Ss. 2</. per j)ound on un- 
manufactured tobacco is meant to he the equivalent of that of 15s. 7d. on 
cigars ? 

A.— Yes. 

Dr. Ptirunjj*iii'. Q. — Hoiv can ue get any further money from ta.xalion 
of tobacco? Have you got any proposa's except this? 

A. — It is the only proposal I have. I do .not see any other way of tax- 
ing tobacco. 


Q. — What do you think of charging an acreage duty on the cidtiTation 
of tobacco? 

A. — If you cliarge that, the tobacco-groiviug people will entirely discon- 
tinue the crop. Even for the last three or foiu- years many tobacco lields 
have been converted to the groiving of cotton, because cotton is soiling at 
higher prices. Moreover, tobacco re<iuires plenty of water, tvhereas cotton 
does not require much water. Therefore, some of the tobacco fields have been 
converted into cotton fields. 

Q. — lldiat do you say about licensing the shops for selling tobacco or 
cigai-s or cigarettes? 

A. — I don't think it is practicable, but there is siicii a system, I think, 
in Bombay. In cities like Madras aud in large cities, that can be introduced. 

Q. — Why can’t you introduce it in villages? 

Jl. — I n villages there arc no shops which sell only cigars. 

Q. — Xot only cigars, but all kinds cf tobacco? 

X. That will Inconvenience the poor people. In these parts at least, 

tobacco is a thing which is necessarily required for chewing purpose.s. 


O. Supposing you sell by auction the right to sell tobacco over a taluk, 

all kinds of tobacco.’’ 

jn niv view the Government a’lll not be able to control that 

buainoss. 

Q _just as you sell liquors, similarly you cau sell the right of selling 
tobacco. 

X. — will not suit tlus trade. 


Q. — Why uot? 

X. Because it will be iiupossibio to picveuc smuggling. 

Q are not going to trouble with suuiggling at all; the iiconsou 

would look to it. 


V — But there are so many people relying upon this indmstry; they will 
all b'e' thrown out of work. Not only that, poor people will aLo be put to 
ditlicultv • When the license system is introduced, the tobatc<) which is ,clt 
iiig for 'one pie might be sold even for one aima. .-^o I cannot lu any w.i; 

recommend iU 
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Messrs. T. M. ROSS, W. R. T. MACKAY and GRAHAM ROSS 
were nent eKamined on behalf of the Chamber of 
Commerce, Madras. 


Written memorandum of the Chamber of Commerce, Madras, 

Q. 13. — The Madras Chamber has al\va3's opposed Government commer- 
cial or semi-commercial undertakings as offering unfair competition to 
private enterprise. Any Government undertaking, however, which does 
not compote unfairly with private traders .should bo worked to show a 
commercial return. The Chamber is also not o^jposed to a monopoly 
profit when same is available. 

Q. 14. — ^In the opinion of the Chamber, there is a certain element of 
taxation in the revenue derived from any concern which shows a sur- 
plus on its working. 

Qs. 15 and 16. — In general principles the Chaml)er would advocafco 
that each irrigation scheme should aim at giving a fair commcrical return, 
and with the exception of selling water to the highest bidder, which is 
wrong in principle, it would appear to bo immaterial which of the other 
methods mentioned is adopted. 

Q. 18. — In the opinion of the Chamber, the dues levied under the Indian 
Ports Act and dues levied under the Port Trust and similar Acts are 
for services rendered and do not fall within the category of taxes imposed 
on the general tax-payer. 

Q. 21. — In estimating the burden upon the tax-payer, the Chamber 
cannot see that any object would be served bj' regarding indirect taxa- 
tion as voluntary and excluding it on that' ground. 

Q. 23. — The Chamber agrees with the statement attached to this exues- 
tion and is in favour of heavy taxation on all luxuries. 

Q. 24. — The Chamber does not favour a tax on entertainments, as 
it considers that, so far as this Presidency is concerned, the revenue 
would bo negligible. The Chamber is also opposed to a tax on raihvaj' 
tickets as an unnecessary burden on transpoi’t. 

Qs. 27, 28 and 29. — The Chamber is of oi^inion that every member 
of the community should pay a tax of some sort. It also considers taxa- 
tion a proper accompaniment of representation and that the taxation 
should be indirect. 

Q. 33. — In the eveiit of a substitute being required for other taxa- 
tion that is abolished, the Chamber would not favour an increase in 
the rates of income-tax, as it is considered that the present rates are 
sufficiently high. The Chamber would prefer that any taxation abolished 
is made good bj^ indirect taxation. 

Qs. 34, 35 and 36. — In the opinion of the Chamber, the present scheme 
of graduation is satisfactory, and it does not favour anj' differentiation in 
favour of earned income or of sums shown to have been invested in 
productive enterprises. The Chamber is further of opinion that it would 
bo impracticable to make allowances for the number of persons supported 
out of ijarticular incomes, as accurate data would be impossible to ob- 
tain. 

Q. 37. — As the Indian sujjer-tax on comxjanies was imxjosed as a 
War measure and approximates to the corporation tax in England, which 
lias now been abolished, the Chamber is of oiiinion that early steps 
should be taken to discontinue the Indian companies’ super-tax. In the 
opinion of the Chamber, the commei’cial and industrial development of 
the countiy can best be carried out b,v companies formed under the Indian 
Companies Act, 1913, and any taxation which directlj' falls on companies 
is considered to be inequitable, in view of the fact that private compet- 
ing firms are exempt. In the opinion of the Chamber; nothing should be 
done to discourage the formation of indigenou.s limited companies. 

Q. -10. — The Chamber cousidei's that the exemption limit should bo 
fixed as low as practicable, and it is for Government to consider whether 
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a reduction to, &ay, Its. 1,500 would bring in an incrcube coiuuicn.suralc with 
the cost or collection. 

Q. _41.— Hiei’e irrobably is a certain amount of dishonesty in connec- 
tion with income-tax returns, but the Chamber has no definite information 
and it is generally accepted that the new income-tax department has 
resulted in the exercise of a much more efficient control and a more correct 
assessment of incomes. 

Q- 4^-~Tho Chamber would not object to a standard form for trading 
accounLs, il one workable in practice could lie devised. It is not considered 
that any great difficulty would bo met with in the case of merchants and 
traders, but it would be more difficult in the case of manufacturing con- 
cerns. 


(J. -13. — The Chamber strongly opposes any iniblicity in jncome-ta.x 
returns, and considers that the present iiowers under the Act are sufficient 
to deal with any form of clishonest3'. 

Q. 44. — The issue of tax-free securities was essentiallj' a War measure 
designed to attract investors, and in the opinion of tlie Chamber, there 
is no reason whj' further i.ssues of tax-free securities should bo made. 

Q- 45. — In the opinion of the Chamber, income-tax could bo deducted 
at time of payment of a dividend on liearer securities. 

Q. 46. — 'I'ho Chamber docs not consider that any alteration is ncce.s- 
sary in the present provisions of the law relating to double taxation and 
the exemption from taxation of incomes derived from outside India. 

Q. 47. — The Chamber would prefer assessment on the three years’ 
average as being more equitable than on the previous years’ in- 
come. It is essential in the opinion of the Chamber that greater latitude 
should bo allowed for sotting off trading losses and this can best be secured 
by adopting the three years’ average. 

Qs. 51, 52 and 53. — The Chamber is generally in agreement with the 
extract attached to this question and is of opinion that a tax on salt is 
in every respect an ideal one for India. The Chamber would also favour 
an increase in the existing salt tax as it considers that, such an increaso 
would impose no undue Imrden on tlic community. 

Qs. 61 and 62. — The Chamber would not favour the adoption bj’ Govern- 
ment of a policy of total prohibition as it considers its enforcement would 
bo imjiracticable. The Chamber is however in favour of heavj’ taxation on 
liquors, drugs and tobacco. In the event of asubstitnte being required for other 
taxation that is abolished, the Chamber would not object to incrca.sed duties 
on sugar Avith possibly a small excise on indigenous sugar, fn the opi- 
nion of the Chamber." the consumption ‘of sugar is largely a luxury and 
is comparable to some extent with the use of stimulants in the form of 
alcohol, etc. 

Q 73. — 'I’lio Chamber is of opinion that a tariff imposed for rovenun 
purpokxs should apply to all imports and should not bo confined to a few 
selected articles in common use. 

Q 30, — In the opinion of the Chamber, incrca.sed rates of duty inight 
with advantage be imposed on certain articles of Inxurj', vin., liquors, 
perfumery, drugs, etc. 

Q 3o._-'i'lji.., Chamber has persistently advocated an export duty on 
raw hide.s and skins and considei-s that the present rate might bo enhanced 
without injury to the export trade of the country. 

C) 33. — On general hroad line.s the Chaiuher wonhl piofei spccifu 
duties to (id vithtrrm duties. 

Os SI and So. — The C'hamher conoider.s tliat the present system of 
tariff^ valuations works satisfactorily and has no crilici.sms to otfer on the 
present .system of aiipraisement. 


(3 J-J7 —’riie Cliamher agiee.-> that duUe.- on inheritance or succession 
should he among tlie fust to he consicleiccl in the event ol new 
f ix'ition being lociuircd to replace old .soiiices. .Vl pre.seiit a di hcultj 
..VlsU in iDplvin" t.ixation of this n.iture in connection aith ffmdii ttii~ 

legislation is nndori.dcen, the la.x m the opinion 
of the Cliamber, .should apply only to the share of the clcte;tsi-d member 
of a joint family. 



Messrs. Boss, Maclray aud Graham Boss gfave oral evidence as 

follows 


The Vrcsidciit, Q. — >[a.v wo know wlioilior Uio views you jiufc forwivvd 
arc tlioso of tlio C'haiiila'r of Coniiiiorco or your own porsoiia! views-' 

A. — Tlioy are the views <if tUo C’lianilior of C’ouuiiereo. 

Dr. Uyihr. Q. — fii connection with your answer to Q. L*}, I asic 
yon wlietlier you tliink irrif^alion ouj^lit to l)e undertaken hy (Jovernnient 
or l»y a eonnnercial I)ody.^ 


A. — It ouglit to lie undeitaken hy Covernnient. 

Q. — You don’t think it is a eonnnercial <»r seiiii-eoinniereiai tnuleriakinfj? 

A. — it is a setni-<-onnnereiai uinlerlakiu'^ fr<iin the (ioveriunent point 
of view hut not from ours. 


The }'u\^tileiif . (,>.--0n (.K. l.'i and ttj. uon'd yon tieai the urination 

enterprise as a wliole and apply the surplus of the more favouralde selumios 
lo the le.ss favouralde ones.^ 


A. — f think you must treat it as a whole and j^et ratluu- aliove :ho 
fair commercial return on them. 


(J. — Would you have tmifonn rates in homo'^eneotis areas? 

A. — 1 woidd noi havt* uniform rates, i thinlt one scliemi* would .'^ivt' 
a mheh hotter return tlian another. 


Q. — Would you liasi* your r.ite on what the scliemi' costs yon or on 
what the man can [tuy.-' 

A. — T think, j'encrally spenlciii;', yon would liave to \ary the rale in 
the initial sta{;ei. fn certain case,s irrigation schemes will have to bring 

land.s under cultivation which were itot fertile hefore. and perhaps would 

Jiot pay at first. Therefore you will have to he prepared to acct'pt rather 
a less return on new irrigation scliemes comiiared with the other irrigation 
.scheiuo.s of long slauding. As the lands reaeh the same level of fertility, 

yon tvonld level up tlio rates. 3 

iS'tr Percij Thomiison. Q . — Supposing yon iiavt* a very favoural)lo 
.scheme wliich givas a good return and yon charge 11s. .j an aert' per annum 
on it. Then yon Inivo another utifavouruhlc* .scheme whicli is much moro 
expensive and in order to pay its way you liave lo charge Ils. In an acre 
and still tlio people there think it is not too higli to pay iiaving regard to 
the benefits received i>y them, fn that case Its. 5 on tlie first .scheme i.s 
ridiculously small and the peoi>lo would ho willing to j»a.v Iks. 15. Having 
charged Iks. 5 on the first scheme, will .von Itcep it nmiltered or split the 
difference and cliargo both Rs. 10? 

A. — ^No I don’t approve that. I would prefer that Govei-nmont aim 
at, .s.ay, a I'etiirn of 8 per cent on all the irrigation .scliomcs. f am nob 
finite .sure what percentage you have now on the capital invo.stod hut 
T tliink 8 per cent a fairly moderate return. 

Q. — ify point is this. {supposing .vou have a certain mimher of 
.schemes in existence with Rs. 5 an acre and you get what you aim at, 
8 per cent_ or so. Thou comes the que.stion of the initiation of otlier 
scliemes which are going to bo moro expensive and costly. Are you going 
to get the 11101103' from the .scheme itself or from the R.s. 5 people? 

A. — Quite so. If you have land whicli is going to bo brought under 
cultivation and ivhich is going tp cost Ils, 15 an acre, I do not see wJiy 
the man who is able to bi'ing lii.s land under irrigation for Rs. 5 .sliould 
he made to suffer. 


Q. — In the first instance, you ought never to liavo cliarged Rs. 5, 
Init you sliould have charged Rs. 15 to start with. 

A.~Ils. 5 would probably be not a very low charge in the initial stages 
of that scheme. 


Q.— May we assume that it was Rs. 5 an acre and that Rs. 5 
would pay the Government very hand.somely and give 8 per cent or so? 
Now then the Government goes in for far moi-o difficult schemes which 
exceed the cost of the other schemes and ivliicli require much more 
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« 


capital Woiilcl tlie Government go to the five rupees people and 
f here we are going in for very expensive schemes in other 
parts or the province and you have been paying only till now Rs. 5 will 
you contribute something towards the other schemes?” Are thev iustified 
in asking this? 

A. — I think myself that each scheme ought to" stand on its own. 

The President. Q. — When you say that each scheme ought to stand 
on its own, you would see that each is making a good proportion of profits? 

A. — ^Yes, but not necessarily in the initial stages, 

•n Pnranjpye.^ Q. — As the costlier schemes are taken in hand, vou 
will find public opinion being created against you? 

, A. ^Yes, but I think it is a good business principle to take the easy 
schemes first. 

Q. — ^As long as you do that and for instance supply the needs of two 
districts, you will find those two districts would always be ao-ainst the 
other new schemes. ° 

A. — Not if each scheme is considered individually. 

Q. — That would mean the Irrigation Department would not develop. 
After all only few schemes would pay well. 

A.— Our aim should be to get the maximum return out of tbe 
irrigation schemes individually. Further land in one jiart may naturally 
be more fert’le than in another part, 

Q. — Would it not be better to have the accounts for each irrigation 
scheme absolutely separately? If you have separate accounts it may be 
easier, but if you merge all the income from the irrigation schemes into 
the general revenues, the difficulty would be greater. 

A. — Yes. 

Pr. Sydev. Q. — As business men you know that if yori have different 
departments in one business some of them might pay well and some 
might not pay, but still you carry them on because they are necessary 
for other departments. Why should you say that in the case of irrigation, 
each must be judged on its merits and not on the whole? After all, the 
funds are the same. o 

A. — If one department does not pay, yoii cannot keep it on. You will 
have to close it down. 

Q. — Not necessarily. You may be cpiite sure that this particular 
department will pay in the end but in the immediate future it may not 
be paying. Therefore are you going to close down the business entii-ely? 

A. — Yes. We treat each department .separately, and when it is 
■established that a particular department does not pay we would certainly 
close it down. 

Q. — Is there no such thing as development of one line of busine.ss? 
Would you not apply that principle to Governmental undertaking.s? 

A. — do not quite imderstand your point. I do not quite see why 
each irrigation scheme should not be treated separately just as you treat 
eacl) department separately. If a merchant firm is controlling two cotton 
7 nills thei-o will be one cotton mill department, but each mill will be run 
separately. 

Q. — You may have other mills also. 

A. — It inay be so, but still wo take the business as a whole and the 
returns of each mill would be kept separate. 

Q. — There is no such thing a.s commercial development in your bn.si- 
noss? Suppose a certain business is dull and there is no market for it iiow, 
wifi you not wait and see whether it develops or not? 

A. — If you have had any indications of a business developing, wo 
would certaiidy wait and .see, but not for an indefinite time. Jf in the 
long run it does not pay, wo would close it down. 

The iMdhdntjiidhiriija Jhliddiir of Jltirdiran. Q. — You would not .screw 
up the rates of one sclietne so as to feed another. Yon would treat each 
individual scheme on its merits? 

A. — Yes. 
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Q. — Suppose in A scheme the water-rate is Rs. 5 and in B scheme 
which is a new scheme the water-rate is Rs. 15, you would not, of course, 
object to the A scheme which might be a long-standing project giving from 
Rs. 5 to Rs. 7 but you would not put the rates up simply for the sake of 
B scheme. 

- A, — From the Government point of view you might possibly have to, 
but on general principle i would not allow one project to pay for another. 

The President. Q. — What we have to do is to determine the burden of 
taxation on particular classes of people. Supposing you tax tobacco, you 
.would not consider it as voluntary and as such exclude it? 

A.— No. 

Dr. 'Ryder. Q. — You would not favour a tax on entertainments? 

A. — I am pei’sonally of opinion that a tax on entertainments will not 
yield any substantial -revenue and Avould be negligible. At least in 
Madras it will yield nothing. 

Q. — A tax on railway tickets you would not favour? 

A.— No. 

The Maharajadhiraja Bahadur of Burdwan. Q. — You do not favour 

an entertainment tax? 

A. — ^Not in the Madras Presidency. 

Q. — Supposing it was brought in, don’t you think that it will Le 
safer to have it in the hands of the Local Government rather than of the 
local bodies ? 

A. — I think it would be administered more fairly by the Local Govern- 
ment, and there will be a better chance of the tax being collected in a 
fairer way. If such a tax is imposed I would favour it being in the 
hands of the Local Government. 

Dr. Paranfpye. Q. — ^What is your I’eason to thinks; that it would not 
be worth while to impose such a tax? Are there not cinemas and theatres 
in Madras? 

A. — There are some cinemas and I think there are four theatres. 
I should imagine that the scale of fees for admission is such that any 
tax imposed in addition to the present charge will be resented. The 
charges now vary between four annas and three rupees. I doubt if it 
would stand a further charge. 

Q. — ^What about the race-course? 

A. — ^It is already paying very heavy income-tax, and also pays heavily 
in the amount of labour employed. 

Q. — In other places like Bombay and Calcutta racing is taxed. 

A. — In Bombay and Calcutta they are dealing in very much larger 
sums than we are in Madras. 

The Maharajadhiraja Bahadur of Burdxmn. Q. — ^Your races are mostly 
in Guindy, but not in the Madras City. 

A.— Yes. 

The President. Q. — ^You say the race-course pays an income-tax, is it 
very much? 

A. — I say comparatively large sums. 

Dr. Paranjpye. Q.— Wliat is tlie proportion of the totalizator receipts? 

A. — It is verj' little. 

The President. Q.— Is there not actually a Bill before the Madras 
(-ouncil to impose a tax on entertainments? 

A. — ^I think so. 

Q. — ^Yon do not approve of the jn-inciples? 

A.— No. 

Dr. Ryder. Q.— -With regard to terminal tax, you do not favour a 
tax on passengers? 

A.— No. 

Q. — ^^Vhat is your view about taxation on goods? 

VlI-18 
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fts I know, I do not think there is any necessity for it. 
The railway rates for_ goods are at a fairly high level and any further 
tax might interfere with the free movement of goods, I think there is a 
danger of that in the imposition of a terminal tax. 

„ 1 *"? I^'i'ssiclent. Q. — There is a good deal of terminal tax in other parts 

or India. ' 

A. — think so in Bombay. 

Q- — Then you object to its introduction here? 

A.— Yes. 

Q' — think there is a tei'winal tax on timber. 

A.— Yes. 

Q. — Do you think it affects the trade very much? 

A. — No. It does not make much difference, 

Q. — Madras has probably an alternative tax in tolls. Do you pro- 
pose to have any further taxation? 

A. — I think tolls should be abolished. I cannot speak on that with 
any authority, but I do not think people would object if you could always 
spend the income on the improvement of roads. If all further taxation 
on cars and other forms of transport were spent on the roads and tended 
to improve the roads, etc., I think it would not be opposed. I think 
heavy taxation is resented because the roads especially out of the municipal 
limits are not at all good. Any form of taxation that would result in 
the improvement of roads would not be opposed. 

Q. — ^Actually you have different forms of tax on transit in India. You 
have octroi, terminal tax and nhinicipalisation of markets which brings in 
heavy fees on the sales and you have here tolls. You have no objection to it? 

A. — ^We have no great objection, 

D7\ Syder. Q. — You say at the end of your answers to Qs, 27, 
28 and 29, that''' “It also considers taxation a proper accompaniment 
of representation and that the taxation should be indirect”. Well, the 
people who pay these taxes are all poor peoj^le. I ask you if they have 
any representation ndiatever in a 2 iy legislative bodies or local b'odies. 
Therefore they would be paying the tax, but they would not have any 
i-epresentation ? 

A. — I thought this would be asked. We favour indirect taxation as 
direct taxation is easily evaded in inanj* cases. I cannot quite see myself 
how you could have indirect taxation _ as a proper accompaniment foi 
representation, but at the same time indirect taxation is the only way 
you can make each member pay something towards the upkeep of the 
Government. 

The President. Q. — You have a capitation tax in Bm-ma, a house tax 
in Assam, a chowkidari tax in Bengal and the Punjab, also haisiyai in the 
Punjab. What you have corresponding to these here is the profession tax 
in the rural areas. Are you satisfied with that as far as it goes? 

A. — ^I have no information about it. 

Q. — ^We have been told that the small village trader and the money- 
lender escape taxation more than the others. Would you approve of a 
fresh tax on them? 

A. — ^I cannot express an opinion. 

Sir Percy Thompson. Q. — ^In reply to Q. 34, you say that the present 
scheme of graduation is satisfactory. The English system was the same 
as the Indian system up to 1920 and then it was changed. One of the rea- 
sons why the system was given up was the difficulty of marginal relief. 
Suppose you have Es. 10,000 as the point at which the rate changes. A 
man with Es. 10,001 pays much more than the man with Es. 10,000. He 
pays far more than the difference in the income of one rupee would justify. . 
On the other hand, if you have a system of deducting a slice of the income 
levying up to a certain amount at half rates and the rest at full rates, 
you can get any sort of graduation you like and avoid the difficulties on 
account of the rates changing. I was wondering whether you thought 
that the Indian system had advantages to overcome difficulties of this 
sort. 

Mr. Graham Boss. A.— Put in that way, T do not suppose there is 
much advantage. 
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Q. — Arc you in favour of llio dUforoufciafciou of oarued aiul unoariiotl 
iucoinc.s ill tiiis country ? May I, suggest to you ouo dilforouco in tliia 
respect between Indian and European conditions? The largest aniouub of 
unearned incoino is rents and it would bo ridiculous to chargo a small 
amount of unearned income, when tho vast volume of sucli income, viz., 
rents, is not charged at all. Eo you acceiit that as fair? 

Mr. Gruham Boss. A. — Tho point is that there should bo a difforonco 
between earned and unearned incomes. 

Q . — Pritnu facie, you obviously would say that a man who is drawing 
ils. 5,000 a year from investments is in a bettor position and has a bettor 

capacity to pay than a man who has a precarious salary of tho same 

amount: and he can afford to pay more by way of income-tax. 

Mr. Graham Boss. A. — Apart from lands I doubt very much if there 

is much unearned income in India. 

Q. — ^'I'lic suggestion I was making was that it would bo an anomaly to 
make a distinction Iiotwccn earned and unearned income, when as a matter 
of fact tho main source of unearned income is not ta.xcd at all. 

Mr. Graham Boss. A. — Quito so. 

Q. — Tho Indian super-lax on comiJanics is very analogous to tho 
English corporation profits tax. Tho case for it in England disappeared 
when in 1922 it was enacted that under certain circumstances super-tax 
might lie charged on the undistributed profits of companies. Thero is no 
provision of that kind in India, and therefore a limited company has an 
advantage as compared with a private firm. A private firm is charged 
on the whole of the profits it gets, whether distributed or not. Super-tax 
is only paid by a limited company to tho extent that its profits are distri- 
buted. 

Mr. Muchaij. A. — Wo feel that in competition with private firms limited 
companies have a disadvantage owing to tho Ci per cent super-tax that 
the companies have to pay. 

Q. — ^^Vhat you really mean is that 6i- por cent is too high a price to 
pay for this advantage. 

A. — ^Yes. 

Q. — Would you agree that there is a case for charging limited com- 
panies some kind of tax in view of their privileged positon regarding super- 
tax? 

Mr. Chraham Boss. A. — I think wo would do that, so long as it was 
not too high. 

Q. — There is also tho fact that a limited company does have some 
advantages in the matter of corpoi-ato finance and limited liability which 
private firms cannot have. 

Mr. Graham Boss. A. — Yes. It was in this connection that we said 
that we did not want to have anything done to stop the formation of 
Indian companies. We thought that the formation of companies was so 
difficult in India that it would bo better not to do anything to stop it. 

Q. — But if the tax that you have to pay is not incommensurate with 
the advantages you get, then would you agree to supez*-tax? 

A. — ^Yes. 

Q. — ^I'hat being so, can you suggest any practical modification in the 
super-tax on companies? 

Mr. Graham Boss. A. — ^At present if a company pays super-tax out of 
its profits, the shareholders of the company, liable to super-tax have also 
to pay super-tax on the dividends. That tends to make wealthy people shy 
off sometimes. It is not a very attractive proposition to men of wealth to 
invest in companies. Thero is double taxation there. 

The President. Q. — There was an exaggerated case of that in Burma. 
A limited liability company may have money invested in a subsidiary com- 
pany and that company again may have money invested in another snb- 
sidiary company and so on. The last in the chain pays super-tax ; the 
first -subsidiary company has to pay super-tax on its dividend, and thus 
:iuijcr-tax may be levied several times. 

A. — T think myself that the super-tax on companies is a mistake in 
view of the need of development thei’o is at present in India. 
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Q- — In a case like that, would you allow an abatement to a narent 
comi^any for the payment of super-tax? 

A— There are very few holding companies in Madras, but I consider 
that this super-tax tends against the formation of companies. I think it 
is a handicap. We are thinking of the need to develop trade and 
industry in India, and we think it can best be done by the formation 
of companies. 


Sir Percy Thompson. Q. — Supposing you reduce it by half and make up 
the difference by taking away the Hs. 50,000 free allowance. How would that 
do? Can you see any reason why a company which has all rich share- 
holders and makes Rs. 49,000 should pay nothing, while a company con- 
sisting of poor shareholders making Rs. 1,00,000 has to pay super-tax? 

A. — That might be done.* 

Q.-;-Isn’t it the case that a good many private comiianies are formed 
here with a view to escape the payment of super-tax? 

A. — do not think so. 

Q. — Don’t you think that a family concern is turned into a limited 
company simply to init the profits to reserve? 

Mr. Graham Boss. A. — I don’t know of a single instance of that kind 
in the Madras Presidency. 

Mr. T. M. Boss . — Another point in this connection is that a company 
is hit very hard as compared with a private firm on account of municipal 
taxation. In every municipality where a company is trading or has a 
branch office, if the paid-up capital of the company is 10 lakhs of rupees, 
it will have to pay Rs. 500 a year to every municipality. There are 
comijanies in Madras working in 20 different municipalities paying 
Rs. 500 a year in each. A private firm working alongside in the same 
business pays only to one municipality. 

Q. — Is there not an alternative, to charge on the profits of companies? 

A. — Yes, but if there is a clerk and a one-room office, it is called a 
branch office and each company having a branch office with 10 lalihs as 
capital has to pay Rs. 500 to every mimicipality in the Presidency, quite 
irrespective of profits. It is assessed on the capital. We had this taken 
up by the Madras Government and I gave evidence at Ootacainund before 
an Enquiry Commission. It was agreed that it was wrong in principle 
that a company should pay to every municipality and a private firm only 
to one. 

The President. Q. — What was this Committee? 

Mr. T. M, Boss. A. — It was a committee formed last year to consider the 
revision of the District IMuuicipalities Act. They dropped the proposal. The 
only reason they could give for making a difference was that a company 
was much more easy to get at. It does hit companies very hard. A 
large company which has 200 branches throughout the Presidency pays 
at practically every branch the maximum amount under municipal tax- 
ation. 

Sir Percy Thompson. Q. — Do they in addition pay other taxes such 
us a tax on the annual value of the premises? 

A. — In municipalities, yes. 


O. — ^AVitli regard to the exemption limit, you think the principle in 
fixing a limit should bo simply administrative convenience. If the limit 
were Rs. 1,000, practically the number of assessees would be dolled and 
the amount of extra revenue obtained relatively small. With Rs. 1,500 
as the limit, do you think you would get the same result? 

have said that the exemption limit should bo fixed us low as 

practicable. 

Q_ ^Your answer to Q. 41; do you think there is much evasion hero? 

A. — ^I do not think so. 

Q _^Yo have been told that in many cases tax-payers keep different 
sols of hooks for income-tax purposes. 


*Thcro was soino confusion over this question 
a<neo to taking away the T?s. 50,000 free ullowajico. 

wish to encourage such companies. 


at first. Wo do not 
That would hit small 


companies and wo 



Mr. Graham Boss. A— I liave been an accountant here for many 
years and I never had the slightest suspicion of it. 

Mr. Machay. A. — It is more a tradition than the actual fact: I do 
not think any Collector of Income-tax has seen duplicates of books. 

Dr. Ilyder. Q. — ^Don’t the Cliettis keep two or three different kinds 
of books, one for the Income-tax Commissioner, one for the trade, etc.? 

A. — ^I think that is a tradition, not an actual fact. 

The President. 'Q. — Don’t you think that in the case of income-tax 
returns the number of books brought before Chartered Accountants has 
increased very largely since the high rate was imposed? 

Mr. Graham Boss. A. — I don’t think so. It has increased since the 
new income-tax administration has come in, that is to say, the 
income-tax authorities have begun to know something about their job, 
they are now able 'to investigate the accounts better. 

Q.— In the old days it was a case of happy guessing : they increased 
and increased until you got somewhere near the actuals : then the man 
took the books to the Chartered Accountants, and not before then. 

Mr. Graham Boss. A. — I think it is due to the better administration 
of the Act. 

Sir Percy Thompson. Q. — I take it that in your view this new system 
of central administration is a distinct advantage. 

A. — ^It is a great advantage, because we get one line of argument 
throughout and things admissible in Bengal are now admissible in Madras. 
In the old days we had to fight for a point in Madras which was readily 
conceded in Bengal. 

Q. — Please see Q. 43. In England you have what are called General 
Commissioners, who actually take part in the work of assessment. I was 
wondering whether you would think it desirable, in towns like Bombay, 
Calcutta and Madras, to have a uniform body, probably unpaid, wfio 
would have some voice in the making of assessments or at any rate have 
judicial powers. 

Mr. T. M. Boss, A. — We would oppose that here; it is impossible to 
get an absolutely impartial body. 

Dr. Paranjpye. Q. — ^Do you think that a body which, among others, 
would contain members of your Chamber would not properly look into 
the accounts of Chettis and other Indian assessees? 

Mr. Machay. A. — I do not think they would be qualified. 

Sir Percy Thompson. Q. — At present there is an appeal from the 
Income-tax Officer to some superior officer. What do you say to having 
l)etwoeii the Income-tax Officer and his superior officer an unpaid body of 
unprejudiced men? 

A. — ^We had the question under discussion last year and we definitely 
opposed it. _ Our view was that it would be absolutely impossible in Madras 
to get an impartial body who would be accepted by the community at 
large. 

Q. — So you advocate that the tax-payer should go straight to the 
superior officer from the Income-tax Officer. 

A. — We advocate an appeal to the High Court rather than an appeal 
CO the body you mention. 

Q. — Suppose in a case no question of law is involved, would you have 
an appeal to the High Court on a question of fact? 

A.— Yes. 

Q. — But supposing the intermediate body was in favour of the tax- 
payer, \ think the higher official would think twice before going against 
their view. Such a body, if constituted, would purely be in the interests 
of the tax-payer and not at all in the interests of the revenue. 

Mr. Machay. A. — I see the advantages of an optional appeal: we 
would accept that. 

Mr. Gialtam Boss. A. — [ do not think, personally, that it is neces- 
sary liore. .^s far a-s our dealings with the income-tax authorities are con- 
cerned, wo do not have any difficulty in proving anything wo want to prove. 
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I7ic F fcsidcnt . Q. — Persouully, have you filed a cousiderable number of 
api)oals uud are you satisfied with the decisions arrived at in those cases? 

A. — ^Yes. We may have had to appeal to the highest a\itho)’ity in 
some cases, but generally we are satisfied with the decisions. 

Q. — Is there a tendency for officials to support one another? 

Mr. Graham Foss. A. — ^Possibly, but we have no complaints' hero in regard 
to the manner in which appeals have been dealt with. 

])r. Faranjpye. Q. — ^Would you say the same thing about Indian 
business men also, viz., that they have also no comjilaints to make about 
the manner in which appeals are disiiosed of? 

A. — We have had considerable experience in regard to appeals and we 
can say that we are generally satisfied with the decisions of the appellate 
courts. We may have had to appeal to the Commissioner in some cases, 
but we generally get satisfaction in the end. 

Mr. Graham Foss. A. — As a rule, we have had no cause for complaint. 

iS'ir Fcrcij Thompson. Q. — ^You saj' “The Chamber would prefer assess- 
meiit on the three years’ average as being more equitable than on the 
previous year’s income”. That is curious, because the agitation in England 
in 1919 was to change the three years’ principle to the previous year’s 
system. 

A. — We have no objection to that provided setting off losses is allowed. 
Every question of providing relief has been turned down; and the only 
alternative seems to be to go back to the three years’ average. If there is 
any intention of the Government to give us relief for the losses, certainly 
wo would prefer the previous year’s system. 

Q. — How long sho\ild the cari-ying forward of losses go on? 

A. — It is very difficult to say, 

Q. — Suppose a man had made a tremendous loss in one year; you can- 
not carry it on for 20 years. The question is whether you could carry it 
forward for one year or two years. 

A. — ^I think in a majority of cases, we will be satisfied with one year. 

The President. Q. — ^You could not allow that unless the assessees are 
producing their books every year. 

A. — ^Yes. 

Q. — ^With regard to Q. 42, do you think it is practicable? 

A. — ^The advantage would be entirely for the income-tax authorities. 
It would enable them, if you had a standard form of accounts, to compare 
the results of, say, hides merchants or piece-goods merchants. 

Q. — ^You are in favour of increasing the salt tax? 

A. — ^Yes. 

Q_ — ^You do not favour total prohibition. As representing large em- 
ployers of labour, do you find that the necessity for prohibition exists in 
the shape of marked decrease in the industrial efficiency of your workmen? 

A. — ^We do not speak from the point of view of large emploj'ers of 
labour. 

Q. — Is there a marked absenteeism on the day after the holiday? 

A. — ^No, 

Dr. Paranjpiie. Q. — On the day after the pay-day? 

A. — ^No. 

The President. Q.— Would you object to the increased duty on sugar? 

A.~No. 

Q. ^How would you levy the excise on indigenous sugar? 

^ _It wordd be very difficult. 

Br. Paranjpye. Q.— Would the duty be on indigenous raw sugar et 
refined sugar? 

^It is for the Government to provide the means to tax. 

Q. — Even raw sugar? 

A. -Yes. 
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Q. — ^That would be very difficult. 

A. — ^Yes; we realise it. 

Q. — The sugar factories will only bo a few and you can get at them. 

A . — ^Yes. 

The President. Q. — Have you any scheme for an excise on tobacco? 

A. — No. We realise the difficulty of collecting the excise on tobacco. 

Q. — ^We find in Burma they charge crop rates, 

A. — ^Yes; that might be done. 

Sir Percy Thompson. Q. — The difficulty is in the varying yields of 
land ? 

A. — ^Yes; there are practical difficulties. 

The President. Q. — The other scheme is that you should auction the 
monopoly of vend in an area consisting of, say, 20 or 30 villages ; the culti- 
vator would be required to sell his produce either to the monopolists of his 
area or to the monopolist of some other area or to a licensed trader or 
exporter. That would be for country tobacco only. You have a fixed fee 
license for manufactured tobacco as you have for imiiorted tobacco. 

A. — ^It seems to be a practical suggestion. 

Q. — ^Have you any knowledge of the Pondicherry tobacco system? 

A. — ^No ; we have no definite information about it. 

Q. — ^You think that the tariff should be applied to all imports? 

A. — ^Yes, for revenue purposes. 

Q. — And you would increase duty on liquors and drugs? Is it not 
already high enough? 

A. — ^It is high; but the public can pay even higher rates. 

Q. — Perfumery — because there is spirit in it? 

A. — ^Because it is a luxury. 

Q. — How do you collect the duty on drugs and patent medicines? 

A. — ^By stamps. 

Q. — ^Would you advocate an excise on patent medicines — a local stamp 
duty ? 

A. — ^Yes. 

Q. — On perfumery too? 

A.— Yes. 

Sir Percy Thompson. Q. — You would generally agree with the proposi- 
tion that you should not impose an export duty on any article unless it is 
in the nature of a monopoly. 

A.-;-Yes, generally speaking; because, if you do impose export duties 
on articles which are not more or less a monopoly, you penalise tliem 
in comx)etition with other parts of the world. 

Q. — ^You would not say that hides is a monopoly? 

A. — ^No. 

Hr. Paranjpye. Q. — Would you have also an export duty on oil-seeds? 

A. — ^No; because Indian oil-seeds are in serious competition with other 
parts of the world. 

Q. — ^But would not xhe same argument apply to this also, and would 
not the oil-cake be retained in this country? 

A. — Modern oil-mills have been established in the Madras Presidency 
and have not been successful. 

Q. — If there had been an export duty perhaps they would have been 
successful. 

A. — ^It may possibly be so; but I doubt it. 

Q. — ^You are generally in favour of death duties? 

A. — ^Yes, for revenue purposes. 

Q. — Have you formed any estimate of what they would yield? 

A.— No. 
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Q- — ^IVhafc is your icloa of tlio way in which tho joint Hindii family 
should bo treated? 

A. — Wo have stated that it should bo on tho share of the deceased 
member of tho tamilj'. Wo realise it is very difficult to properly estimate 
tho share. 

Q>7—Tho share probably can easily bo ostimatod. Now the principle 
on which death duties _aro levied in other countries is that the proi^ertv 
passes on death. But in India property passes not only on the death of 
a member but also on the birth of a member. When a male child is born 
to a Hindu, it iinincdiately becomes tho owner of a certain amount of the 
pi’oporty. That being so, how would you treat a Hindu family as compared 
with a non-Hindu family? 

A. — ^^Ve realise there are very many practical difficulties in the way. 

Q. — Would 50U have two kinds of duties — an estate duty and a 
legacy or succession dut3' as in England? 

A. — I do not know; it would bo difficult to apply, them here. 

Q. — The estate duty, of course, would bo according to a certain rate on 
the whole estate left. Logaej' dutj’ will probablj’ vary with tho degree 
of relationship of tho legatee. 

A. — If thej' can be applied, j'ou can have both. I do not know what 
tho practical difficulties would be. 

Q. — Do you think these death duties should be administered provinci- 
allyP 

A. — No; they must be centralised. 

Q. — ^I suppose that you contemplate that at least i)art of these duties 
should go to the provinces. 

A. — Yes; but it is very difficult to express an oi)inion about the pro- 
portion. 

The Presideni. Q. — You have not said anything about stamps. 

A. — ^But we may say that the increased stamp duty on hundis 
or negotiable histrumeuts tends to oijerate against the extension of 
modern banking^ in India specially at up-country places. Parties prefer 
to borrow on Khathas (current accounts) instead of making hwulis or 
of drawing promissory notes. 

Q. — ^With regard to Q. 147 — division of proceeds — also you have not 
said anything. 

A. — ^We do not think the Chamber is well qualified to express an 
opinion on tho subject. 

Q. — ^We had a discussion with three representatives of the European 
commercial community at Delhi and they seemed to favour a common 
scheme. We have got three methods of dividing. One is the separation 
of sources, giving each Government particular taxes; the other is the ad- 
ministration by one authority and division of the proceeds and the third 
is the adding of a local share to the imperial tax. Now we have to see 
which method would be suitable to each of the taxes. With regard to 
land revenue, it is perfectly obvious that it must be left to the provinces; 
customs, to the Government of India. With regard to tlie export duties, 
Bengal wants jute export duty, Burma rice export duty and so, on. What 
would be the view of jmur Chamber? 

A. — I think they have a strong claim on the duties paid on the articles 
in that province. But it is very difficult to arrive at any proportion. 

Q. — It was suggested that it might be fixed with reference to the e.x- 
penses of the province. For instance, Assam has to provide roads for 
the tea estates and Bengal to provide for the jute industries and that means 
a lot of money. 

— That seems to be a fair demand. Of course, income-tax must be 
central. 

Q, ^How would you determine the share of the provinces? There are 

two points. The first is, how are you going to divide the taxable income 
and how to get at the provinces’ share of the tax levied. The second is, 
jIj su^^^ested that the provinces should take a basic late, that all pro- 
vinces instance, should be allowed an anna in the rupee and the 

Government of India might take as much as they liked. The provinces 



would get their anna and jio more. Then comes the accounting question as 
to how you should allocate the taxable income to the province of origin or 
the province of residence. 

, A. — ^^Ve cannot say what would be considered a fair division. I think it 
must be more or less arbitrary. 

Q.— Do you think it is practicable for a commfEtee of Chartered 
Accountants to arrive at an equitable basis p 

A. — ^They would arrive at something. 

Q. — ^Death duties should be central? 

A. — ^Yes. 

Q. — Stamp duties on. transactions centrally governed? 

A. — But I do not see how you can make a fair division between each 
province. 
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6th May 1925. 

BANGAliOIlE. 

Present : 

Sir CiiARLKS Todhunter, k.c.s.i.j i.c.s., President. 

Sir Bijay Ciianu Maiitah, o.c.i.e., k.c..s.i., . i.o.u.. tVIaliaraiadhiraja 

Bahadur of Burdwaii. 

Sir Percy TnoAirsox, k.ii.k., c.u. 

Dr- R. P. Paranmi'Yk, 

Br. L. K. Hvdeu, ai.e.a. 


Mr. G. T. BOAG, I.C.S., Commissioner of the Corporation of Madras, 

was examined. 


Written memorandum of Mr. Boag. 

Q. 106. — The proi)ositiou, that the main criterion for levying the taxes 
in the case of national or onerous services administered by local bodies is 
the ability to pay, iuay_ I)e accepted. But the other proposition that in the 
case of local_ or beneficial services the main criterion, is the measure of the 
benefits received needs to be safeguarded bj' the provii'b that in estimating 
the measure of these benefits, nob only the near, but also the more distant 
future is to be taken into consideration. For it would be inadvisable to 
concede that the rate-payer has a right to e.xpect tangible proof of rhe 
benefits conferred upon liimseif for his payment of the tax. It is well 
known that some great schemes for the improvement of a locality take long 
years to complete and that the tax-payer tends to be discontented in the 
meanwhile. _ The drainage scheme in this Corporation is an instance of this. 
Though it is many years since we embarked on this undertaking, we have 
not neared its completion yet. The same thing may be said of the child 
welfare scheme which has not yet attained its full growth. These schemes 
give rise to a deal of unsympathetic criticism, even though they are admitted 
by the great majority to be beneficial. 

0. 107. — The first portion of the question cannot be answered in the 
absence of the schedule referred to therein. As regards the second portion, 

I am of opinion that the levy of certain specified taxes should be imperative. 
A local bodj' should not be allowed to choose the taxes which it should 
levy. Property tax and vehicle and animal tax are the most natural and 
common sources of municipal revenue. Local bodies ought to be compelled 
to levy these taxes. If the main taxes are not specified, there will be no 
uniformity in procedure in the same district or presidency. 

Q. 108. — The three kinds of taxes, viz., octroi, house and land tax and 
land-cess should continue wherever they exist. They are reasonable in them- 
selves. Moreover, people have become accustomed to these taxes and their 
abolition is quite unnecessary. 

Q_ 109. — The only octroi duty in this Corporation is the timber tax 
which is levied on all kinds of timber imported into the city. Armitage 
Smith’s criticism of this duty does not in any respect apply to this timber 
tax which is not clumsy or costly in collection and which cannot be evaded in 
the case of imports by sea or bj*^ rail. As such imports account for over 
95 per cent of the total revenue from this source in tliis city, the chances 
of evasion are very small indeed. 

This criticism does not also apply to the terminal tax, the levy of which 
by this Corporation is under considei'ation. Means of long distance com- 
munication having been restricted to railways and shipping this tax can be 
easily collected through the agency of the railway authorities and the 
Madras Port Trust, if necessary, just in the same way as the tax on timber 
is being recovered. 



ill its general application tlie criticism has great force. Octroi is 
generally levied on tobacco, opium and other Indian commodities. When 
the commodity is valuable, i.e., when its bulk is small in comparison to its 
price, the octroi on it is liable to be extensively evaded. 

• Q. 110. — I am unable to answer the first part of this question. The 
second part has been answered in the previous paragraphs. 

Q. 111. — municipal administration must have several sources of in- 
come so that even if one fails it may fall back on another. The tolls on 
vehicles entering the city add appreciably to its income. Moreover, so 
long as vehicles, and animals in the city are taxed, tolls ought to be levied 
on those entering the city from outside, because the in-coming vehicles enjoy 
the benefits of good roads and other amenities of the city without in any 
way contributing to their upkeep j also absence of tolls might induce residents 
of the city to keep their animals and vehicles outside and so evade payment 
of tax. A distance of ten miles between one toll gate and another on roads 
outside municipal limits may be considered reasonable. 

Q. 112. — ^The whole of the house and land tax should, I think, be 
•ordinarily levied only from the owner. The owner of a property is the only 
person whom we can approach for payment always. In many cases the occu- 
pier may be constantly changing and the same building may have many occu- 
piers so that there will be difficulty in distribution as well as in apportiorr- 
iPent.- 

The owner can always shift the burden of the tax on to the occuiJier 
by fixing his rent so as to include the_ taxes payable. The only case in 
which the tax might reasonably be levied from a* person other than the 
owner, is where a iessee sublets a house and thereby 2 nakes a profit. There 
have been many such cases in Madras city. I think that in these cases the 
tax 07V the dijfere7ice should bo recovered from the lessee. 

Q. 113. — The principal reason why the rate of tax on lands and build- 
ings is limited appears to be to prevent local bodies from levying a heavy 
tax on the people. But the power to fix the rate of taxation is in the 
hands of popular bodies; in this city it is with the Council which has an 
elected majority. These popular bodies are always averse to any inci’ease 
in , taxation and it is quite improbable that they would unnecessarily en- 
hance the rate of property tax. Thei-e appears therefore to be no very 
good reason for limiting the power of a local authority to levy whatever 
rate of property tax it may think necessary. In fact there- is no such 
limitation in the Madras City Municipal Act IV of 1919. In the old Act 
III of 1904 the maximum rate of property tax was fixed and the tax urns 
levied at the maximum rate. The desire on the part of the local bodies to 
have recourse to other' forms of taxation does not necessarily arise out of 
the limitation of its jjower to levy the proijerty tax at whatever rate it 
may choose, but from the desirability of tapping additional sources ot 
revenue.- 

. Q. 114. — In the Madras Corporation the limit of absolute exemption is 
Rs. 18 (annual value). The Council has the power of exempting buildings 
with" an annual value of Rs. 36. This power has been exercised so that lands 
and buildings with an annual value of Rs. 36 will hereafter be exempt 
from taxation. This limit of exemption may be considered reasonable. It 
.exempts the poorer classes who cannot bear any tax. 

Q. 115. — It is a good principle to assess all vacant lauds within munici- 
pal limits whether put to use or not. This is what is being done at 
present. It prevents owners of land not attached to buildings from keeping 
them vacant and thus increasing the housing difficulty. It is best to assess 
these lands only on their undeveloped values. Proviso (c) to section 102 of 
the City Municipal Act provides a good method of rating them. 

It might be- a good principle also to exempt improvements for a certain 
number of years only. When the owner of a vacant piece of land erects 
a building on it, the building maj’^ De exempt from taxation for a certain 
period, say four or five years. This woxild be an encouragement to people to 
build houses. 

Q. 116 (a). — In the amount of revenue realised' by this' -Corporation, 
the in-ofession tax and the tax on conqjanies rank next to the property tax. 
The profession tax is a reasonable source of income to the Corpoi-ation 
tlmugh some adversely criticise it as an -additional income-tax. But the 
division of the persons liable to this tax into a few broad classes assessed 
on income may be considered to bo the best method of assessment. The 
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, A. — yes, 'wlien I answered this question, I was not distinguishing it in 
that sense, but I was distinguishing it on the ground of the body responsi- 
ble for carrying out the work. 

Q- — 111 your answer to Q. 107, you say that local bodies ought to bo 
compelled to levy the property tax and vehicle and animal tax. But you 
are aware that in large parts of India, neither of these taxes, are ievietl 
by any municipality? 

A. — was not aware of that. 

Q.— In a good many parts of Northern India, practically the whole of 
the taxation is composed of octroi and terminal tax. 

A. — 3Iy experience has always been of Madras where the iiroperty tax 
is universal. 

The President. Q. — ^You say you cannot answer the first portion of 
Q. 107 in the absence of the schedule referred to therein. The schedulb 
referred to is the schedule to the Devolution Rules. One specific instance 
of a tax which I think it is jiroposed to allow the Corporation to impose 
but which is not in the schedule is the ta:?: on amusements. 

A. — ^Yes. 

Q. — ^A question has been raised before us whether it is wise to give 
the local bodies the power to levy' that tax, the alternative coui-se being 
that Government should impose the tax and collect it and then hand over 
the pi'ocee^ to the local bodies. The ijoint is whether it is liable to lead to 
class taxation if a municipality is given power to impose the tax. 

The Maharajadhiraja Bahadur of Biirdwan. Q. — The idea is this. Take 
a city like Calcutta where there is an amusement tax or gambling tax. The 
tax falls on most of the institutions or organizations, e.g., races, theatres 
and cinemas, that are controlled by Europeans, and largely people who attend 
these institutions are Europeans, at least they outnumber the other com- 
munities, and therefore at the present moment it would probably be advis- 
able to give the control to the Local Government so as to avoid any racial 
prejudice or racial animosity arising out of these taxes. Therefore, I want 
to know your own opinion in a matter of this sort. Supposing' such 
a tax is levied, do you think it will be better, as the President has just now 
remarked, for Government to impose it, and then if necessary, give the pro- 
ceeds to the local bodies, instead of allowing the local bodies to levy it 
themselves ? 

A. — ^lYell, as far as I am aware and as far as Madras is concerned, I do 
not think there will bo any question of class feeling. All classes go to 
amusements. 

Dr. Paranjpije. Q. — You have not heard of a tax which is deliberately 
intended to fall on one particular community and not another? 

A. — ^No, not in iMadras. 

Q. — The constitution of the iMadras Corporation is such that it would 
not be possible, except perhaps on Brahmins? 

A. — I should not like to say that. 

The President. Q. — Supposing you had legislation which gives the 
Corporation the power to levy taxes oir amusements, e.g., on tho race- 
course, would it not exercise considerable influence upon tlio proposal to 
include Saidapet and its surroundings within tho Corporation limits? 

A. — ^Probably. 

Q, — Therefore it would raise a considerable class question? 

A. — Not so much -a class question as the question of taking measures to 
suppress gambling. 

O. — Another tax which has been suggested is a lax on jidverLiaements. 

I think this is not a tax belonging to tho local bodies. 

A. — It is not in this schedule? 

Q.-No. 

A MTiat [ am thinking is this. AVo are at the j)iesent moment in 

the Corporation preparing by-laws regulating tho advertisements posted on 
trees walls and roails which belong to tho Corporation, and we propose to 
levy a fee for them. Probably, it is an infringement of tho prerogative of 
Government. 
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Q. — ^You would rather like to have this power? 

A.— Yes. 

Q. — ^Would 3 'ou please see the schedule under the head “Tei’ininal tax on 
goods”. You can lev 5 ^ it “only in a local area where an_ octroi was not 
levied on or before the 6tli July 1917”. You cannot levy it in Madras with- 
out the sanction of the Government of India. 

A.— Yes. 

Q. — But you have already got an octroi on timber. / 

A. — Yes. It has been levied only since the present Act came into force, 
i.e., 1919. 

Q. — T think it was already in force. 

A. — I don’t think so. 

Sir Percy Thompson. Q. — Assuming there wr^ an octroi on timber prior 
to 1917, would it not give power to levy a terminal tax? 

A. — I do not know. I should exijlain that when I sjjoke of a terminal tax, 

I was not referring to a tax on goods, but 1 was referring to a tax on 
persons similar to the tax which is in force in Calcutta. 

Dr. Paranjpye. Q. — I see. Is it something like a pilgrim tax? 

A. — ^Yes. 

The President. Q. — Is not your timber octroi practically a terminal 
tax now? 

A. — In the sense that we give a I’ebate on timber which is exported 
from the citj'. But we levy it on the roads and canals as well as on the 
railway and Port Trust. \Ve do it through the toll contractors. 

Dr. Paranjpye. Q. — Is there a good deal of timber exported from 

Madras ? 

A. — ^Yes, a great deal. We get a lot of teak from Burma, and it is 
sent up-country from Madras. 

Sir Percy Thompson. Q. — Is it a fact that there is a lot of trouble 
about refunds? 

A. — That is a general complaint. I have heard it very often. I do 
not think there is any real difficulty beyond a question of delay. 

The President, A further suggestion has been made for the trans- 
fer of stamp duties to the local bodies. We are hearing all round the 
country that the rates of stamp duty ought to be fixed by all-India legisla- 
tion. There is already difficulty over provincial differences. 

. Bir Percy Thompson. Who has pi’oposed it? 

The President. The Madras Goveimment has pu’oijosed it. 

Q, — ^You know you have power to levy a surcharge on the stamp duty on 
transfers of property already, and there is Jio difficulty in it. 

- A.— No. 

Sir Percy Thompson Yes. That is different. 

Sir Percy Thompson. Q. — In your answer to Q. 108 do you mean that 
without any qualification, these three kinds of taxes are levied? In 
the United Provinces, you know, there was a pretty exhaustive enquiiy 
in 1908 or thereabouts, and they came to the conclusion that octroi should 
be replaced' by terminal tax. I take it jmu agree that if you start with a 
clean slate, octroi should not be levied. 

A. — Yes, certainly. 

. The President. Q. — ^You actually prefer octroi bo terminal tax in the 
case of timber because of the refunds? 

A. — I do not quite know how the terminal tax works ; it is a tax col- 
lected on goods which arrive in a place. From the point of view of the 
Corporation a terminal tax without refunds will be more paying. 

Sir Percy Thompson. Q. — I should think octroi is much more suitable 
for timber in Madras than terminal tax. 

A. — Yes, I think so. 

Dr. Paranjpye. Q. — Does the Corporation have to provide facilities for 
handling the - timbev? 
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A. — ^No. As a niatter of fact, the collection of the duty costs us very 
little. Wo pay a very small commission to the Port Trust and also to the 
railways for collecting this tax. 

Sir Percij Thompson, Q. — The jnachinory is really the terminal tax 
machinery? 

A.— Yes. 

Q. — Therefore the system of having refunds is more equitable than if 
you had no refunds; otherwise you will he i>ractically taxing the whole 
province, 

A. — ^Yes. 

Dr. Ihjder. Q. — Is the revenue very large, seeing that you only pay the 
lock-keeper mie rupee for collecting it on the canals? 

A. — It is fairly large, as there is all the firewood. We collect tlu’ough 
the lock-keeper and we send our man often to check his accounts. 

Q, — I read somewhere it is one rupee. 

A. — I forget now what it is exactly. 

Sir Percy Thompson. Q. — ^You say that “tolls ought to be levied on 
vehicles and animals entering the city from outside, because the incoming 
vehicles enjoy the benefits of good roads and other amenities”, I accept 
your arguments, but is it not a very cumbrous system? Does it not lead to 
a lot of abuses? 

A, — Of course, it is a nuisance, but it cannot be helped. 

Q. — Don’t you think there is a .good deal of corruption? 

A. — A few cases have come to my notice. 

The President. Q. — Any vehicle that pays license fees to a munici^ 
pality is free from the toll? 

A.— Yes. 

Sir Percy Thompson. Q. — Do not these vehicles pay these taxes in 
their own municipality? 

A. — If they come from a municipality they do pay, but most of them 
come from the villages where they do not pay anything. 

The President. Q. — ^^Vas there not a conflict between the Saidapet 
Municipalitj' and the Madras Corporation about the tolls? 

A. — Yes, there was some trouble about it, but_ we afterwards came to 
a compromise. We subsidised the Saidapet Municipality to remove their 
gates. We pay them Rs. 6,000 to compensate for the removal of the gates 
and the loss of the tolls that they would get on the vehicles coming into 
Saidapet from outside, i.e., from Madras, 

Dr. Hyder. Q. — Is there any other way of keeping the roads in order 
than by tolls? 

A. — At present we get Rs. 70,000 from tolls. I do not quite see how 
you could get this amount without tolls. 

Sir Percy Thompson. Q. — Do not the carts come to the markets? 
Could you not get something in market fees? 

A. — I think this would afiect very few of them. 

Q. — ^If a cart canie into one of your markets, who would be charged? 

A. — The stall-keeper is charged. 

The President. Q. — Do you charge private markets heavily? 

A. — ^No. So far as I remember the highest fee we charge is Rs. 100, 

Q. — Isn’t it the policy to tax them out of existence and set up muni- 
cipal markets? 

. A. — T don’t remember that the Corporation has ever expressly adopted 
this policy. 

Sir Percy Thompson. Q. — ^Isn’t there this to be said against _ tolls, 
that outside people keep up the roads in Madras, but the Madras residents 
get most of the benefit out of them? 

A. — I agree entirely that a toll in itself is a bad thing, but before 
I agree to abolish the tolls round Madras, I should like to be certain that 
we could secure an equivalent revenue by some other means. 
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The Fresident. .Q. — The only alternative to the toll would he a vehicle 
tax levied throughout the district. 

A. — YeSj but I think that would be difficult to collect. 

Q. — ^You would be unable to distinguish between? farm carts and vehi- 
cles used for transport purposes? 

A.— Yes. 

Sir Percy Thompson. Q. — Suppose you have a large town on. the border 
of a province and another in another province two miles away. Suppose 
also the former town levies^ a toll, because the people from the latter use . 
the roads of the former. The latter town does not have a toll ; it keeps up its 
roads by some other tax. Won’t the people of the second town say that 
they are unfairly treated in the matter of the toll levied by the former 
town ? 

A. — The answer is that it is always open to them to put up tolls. 

Q. — ^It comes to this : no one has been s^ble to devise a substitute. 

A. — ^Yes. 

The President. One idea Avas to have composition. Normally a district 
headquarters town shares its tolls with the District Board. 

Sir Percy Thompson. Q. — ^The system of composition has never suc- 

ceeded ? 

A. — ^Not to any large extent. 

Q. — suppose people do not care to pay any appreciable sum of money 
in a lump sum. 

A. — There is a good deal in that. 

Q. — In reply to Q. 112, you say that the whole of the house and land 
tax should be ordinarily levied only from the owner, and your ground for 
saying this is that the owner can shift the burden of the tax on to the 
occupier. Do you happen to know that there is a curious provision in 
the Madras Local Boards Act that you can recover the house and laud tax 
h’om either the occupier or owner without specifying which ? 

A. — That is done in Madras under the City Municipal Act. 

Q. — ^Whom do you recover it from? 

A. — ^We try the one and if we can’t get it from him, we try the other. 

Q. — Suppose you try the owner first and you cannot get it from him, 
you go to the occupier and get it fi-om him, can he deduct it from his 
rent? 

A. — da not think there is any provision for that. 

Q. — Section 104 of the M.adras City Municipal Act says that the pro- 
perty tax shall be paid by the owner in two equal instalments. Schedule 
ty, Part VI, of the Act says that you can recover it from the owner or by 
distraint on goods belonging to the owner. 

A. — ^That is so in the case of property tax. 

Q. — ^Why is this difference between Madras and local boards? In the 
one case it is recoverable from the owner ; in the other case, you seem fco be 
indifferent from whom you recover it. The Act says you can recover it 
from the owner or occupier, and the one who pays seems to have no power 
to recover it from the other. ‘ 

A. — ^It is in connection with charges for water that we can collect either 
from the owner or the occupier. 

The President. Q. — ^Is a very large proportion of the houses in Madras 
owned by the people living in them? 

A. — ^I should think that the majority of the houses are let. 

Q. — It has been suggested that a tax should be levied on the capital 
instead of on the rental value, because it is said that as so many houses 
are lived in by their owners it is difficult to ascertain their rental value. 
Would you approve of that generally? 

A. — should not say that we have any difficulty in Madras in ascertain- 
ing the rental value of houses. _ If you take houses of more or less the 
same size in a street, probably eight out of ten are let: you can ascertain 
the annual value of the others from those. which are let. 

VII— 20 
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Sir Percy Thompson, Q. — Can you ascertain the capital value except 
through the rental value? 

A. — No : it will cei'tainly be more difficult to ascertain the capital value 
than the rental value. 

Q. — In the second part of j’our answer to Q. 112, you say that “the only 
case in ivhich the tax might reasonably bo levied from one other than the 
owner is where a lessee sublets a house and thereby makes a profit.” 
Supposing the owner lots a house on lease, say, for Ks. 500, and the lessee 
sublets it for Rs. 1,000, would the tax bo charged on Rs. 1,000? 

A.— No, on Rs. 500. That is the suggestion here, that the lessee might 
be required to pay a tax on the profit lie makes. 

Dr. Ryder. Q. — Then there would be two taxes, 

A. — ^Yes. 

Sir Percy Thompson. Q. — Surely if you sublet for Rs. 1,000, the annual 
value is Rs. 1,000. 

A. — I tried to press that view, but the standing committee was of the 
opinion that it could only charge the owner on the rent he gets. 

Q. — I should have thought that there is considerable opeiiing for- 
fraud here by liaving a dummy intermediary, and certainlj' in England, as 
in other countries, the annual value is what a house is let for to the 
occuijier for the year. 

A. — I should very much like this to be made clear, because it is a 
question that is alwaj’S coming up. 

The President. Q. — What is your machinery for assessment? 

A. — The whole city is distidbuted into circles : each circle has an 
assessor; they are official subordinates under me. 

Q. — What is the pay of your head assessor? 

A. — ^They are all on the same gi-ade: the pay runs up to Rs. 200: 
they are all under the Revenue Officer who gets Rs. 1,200. The permanent 
establishment is under me : the members of the Cloi’poration have no 
authority over them at all. 

Q. — -But there have been cases in which assesors accompanied Municipal 
Councillors in election campaigns. 

A. — ^That has been known elsewhere. 

Q. — So that tlie elected members rightly or wrongly do take a certain 
part in it. 

A. — They are not supposed to. If I heai’d of any assessor doing ,anj'- 
thing of that sort, I should have him up. 

Q. — ^As regards appeals, what do you think of the Calcutta system which 
makes the second appeal to the Small Cause Court? That is, the appeal 
from the Commissioner’s order would be, not to the standing committee, 
but to the Small Cause Court. 

A. — I have recommended that for Madras. 

Sir Percy Thompson. Q. — Is the appeal to the standing committee 
statutory ? 

A.— Yes. 

.Q. — ^Is not a change in the law very desirable? 

A. — ^Most desirable, I think. 

Dr. Paranjpye. Q. — Do you assess houses on the actual sum paid to the 
owner or on the sum that should be paid to the owner, considering the 
accommodation, etc.? 

^ a rule we serve notice on the occupier requiring him to state 
the name of the owner and the amount of rent he pays and to whom. 

Q, ^if you find the case of a dummy intermediary, would you take that 

into account ? 

A. — ^We certainly should. 

The President. Q. — Do you check those statements by reference to 
jregistered deeds? 

A— Yes, 



Sir Percy Thompson. Q. — Suppose I am the owner of a property and 
I let it to my son for Es. 20 and my son sublets it for Es. 1,000? 

A. — ^We do come across cases where the rental returns are obviously 
untrue. 

Q. — ^What do you do in a case like that? 

A. — ^^Ve should probably assess on Es. 1,000 and let the assessce appeal. 

Q. — ^^Vould he be supported by the standing committee? 

A. — He probably would be. 

The President. Q. — ^There is no limitation to the rate of tax on lands 
and buildings in the District Municipal Act? 

A. — ^No. 

•Q. — That was a new provision introduced by the new Act? 

A. — ^Yes. 

Q. — There was another provision for allowances for repairs? 

A. — ^Yes. 

Q. — Do you remember what was the actual action taken on the intro- 
duction of these provisions? 

A. — I do not. 

Q. — Actually before the Act was brought into force, the tax was at the 
maximum : but the effect of the removal of the limitation was a reduction 
of the taxes. 

Sir Percy Thompson. Q. — How do you assess the tax on vacant land? Do 
you assess it proportionately to its capital value? You may have a very 
high capital value and no annual value at- all. 

A. — ^^Ve try to ascertain the capital value. 

The President. Q. — It is so much per square yard? 

A.— Yes. 

Sir Percy Thompson. Q. — Do you automatically take the maximum? 

A. — No : we assess by reference to capital value. 

The President. Q. — Can you give us an idea of the Government taxation 
of land within the Madras city? It is mainly the 1895 rules, I think, 

A. — ^I can’t remember how it is workeiH 

Q. — Actually j'ou have three classes of land : firstly, there is a good 
deal of land free of all land taxes. 

A. — ^Yes. 

Q. — Then there is land which is assessed to land revenue at the agri- 
cultural rate. 

A. — ^Yes. 

Q. — ;And thirdly, the bulk of the laud pays a quitvent which is, or was 
at the time it was imposed, very near the rack-rent of the laud. 

A. — ^Yes. 

Q. — That is revised every thirty years? 

A.— Yes. 

Q. — Have you any idea as to how this variable taxation by Government 
affects your municipal rates? Does that limit the rate which you can 
impose with reference to the rack-rent? 

A. — I do not think so. In assessing land, we never take into 
consideration what the Government assessment is. 

Q. — It has been suggested that Government should retire from taxation 
of land in the towns in order to enable municipalities to take a higher and 
uniform rate. Do you think there is anything in that? 

A. — 1 don’t think there is anything in that. 

Sir Percy Thompson. Q. — T would like to get this matter cleared up. 
You have land in private ownershixj which pays no land revenue, other land 
which pays at the agricultural rate, say Es. 10 and, thirdly, land which 
belongs to Government and, quite obviously. Government as owner of the 



156 


proi^erty gets a rack-rent for it. Tke third class is not taxed at all, but pays 
a rent of Rs, 2,000. We will suppose that each of these pieces of land is 
exactlj' the same. So you have Rs. nil, Rs. 10 and Rs. 2,000 by Avay of 
rent. We will suppose that the third piece of land was sold for Rs. 1,000 
subject to the quitrent: the interest on Rs. 1,000 at 5 per cent, would be 
Rs. 50, and so Rs. 2,050 is the annual value of that land ; ex liypotJiesi 
the three pieces are the same and the municipality would tax all these lands 
on the basis of an annual value of Rs. 2,050. 

A.—Yes. 

The President. Q. — In the origin of things, when building sites were 
given over free, the man who had got the site got the land for nothing. 
At a la,ter stage a piece of agricultural land became building land and he 
got it for the agricultural rate. The third piece of land came in at a still 
later stage and was auctioneu. 

A. — Yes ; but from the point of view of municipal assessment, there is 
no difference between the three classes. 

Sir Percy Thompson. — It is simply this; that in cases 1 and 2 Govern- 
ment did bad business and let its land go too cheap. 

Dr. Paranjpye. Q. — Or it is possible that Government first of all tried 
to settle land for nothing in order to get a bigger revenue out of the 
remainder. 

A. — ^Yes ; that is a possible explanation. 

The President. Q. — Actually Government is now iDayiug you the differ- 
ence between the ground rent and the assumed agricultural rent on lands 
assessed to quitrent. 

A. — I don’t think so. 

Q. — This is done in the mofussil? 

A. — Perhaps. 

Sir Percy Thompson, p. — Take the case of this Rs. 2,050. What does the 
Government pay the municipality? 

The President. — The difference between the quitrent and the assumed 
agricultural land revenue on that. It is presenting them with Rs. 1,990. 

Sir Percy Thompson. — ^In other words, Government say: “We will 
treat this for our purposes as if it were agricultural land and give you the 
difference”. 

The President. — ^It is a disguised subsidy on your theory, it is thoroughly 
illogical. 

Sir Percy Thompson. — It is the same as if in Scotland, where land is 
sold subject to a feu-duty. Government had presented the municipality with 
the feu-duty. 

The President. — ^The theory of it was that the three pieces of land 
should pay the same total taxation and the original suggestion was that 
Government should retire altogether and let the municipality charge on the 
full value. 

Sir Percy Thompson. — ^It does. It treats the value as the same in all 
three cases. 

The President. Q. — The suggestion made was that the fact that 
Government takes a very high rate of quitreiit over a very large area 
in the towns operates to limit the municipalities raising their rate of, say, 
18 per cent to something like 50 per cent. 

A. — I do not think it has any effect of this nature. 

Q. — Speaking as a Settlement Officer, have you any views as to the 
rate of land taxafon in towns? 

A. — I think it is entirely wx-ong that land in toAvns actually built over 
should still be assessed by Government as if it were under cultivation. 
1 think Government are losing a great deal in that way. 

Q. — AVould you have legislation to enforce the assessment of towir laud 
on the basis of its actual value? 

A.~ Yes. 
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i^ir rciri/ Thoiiiimm, Q— ^Voula not tlic real way ot doing that lie by 
means of an iucromenL lUiLy? Take, lor instance, the land which is paying 
Ks. lU as agricultural land revenue atui it becomes vahuiiilo building land 
worth Rs. From Rs. 10 it has gone up to Rs. *2,030 and the man 

realises the incremeut. liuc is it not rather dillicult to put a common tux 
oil this land and on the other piece where the man is paying full consideration 
in tile shape of Rs. 2,000 quitreiu and a capital sum of Rs. i,0U0i' 

^\^,__Yes, i think you can assess land at its potential value and postpone 
the actual collection until the owner begins to realise. 

Tiic I’icsidcitt. Q. — Rut if you asse-'-^ on its value for Imikling inirpose.'', 
that will he in suhsiitution of the quitreni'' 

A.— Yes. 

.'b'ir I'ercn TIiuii>i>m)h . — Rut the quitrenl is not a ta.K at all. It simply 
is a consideration for properly lielonging to other people. 

The r>csidcnt. (J. — If you had a general rate of municipal tax, say, 
30 per eeut of the rental value, would you sell laud coming in lor disposal 
subject to that tax? 

A. — Yes; all property mu.^t lie lialile to municipal taxes. 

ISir Vcicij Thoiniisun. — The Woods and Forests Doiiartment have 
valuable lands in Regenti Street and they let tbcm lor lalmlous sums, say 
.t;l0,UUU a year. On die lop of lliat, iho Municipality of Westminister [lut 
their rates on the full annual value. On the top of that it wa.s proposed last 
year to put a lax on the site value ot the land. The £10,000 is not a tax 
at all. 

The President. — Thu distinction betweu that and India is this: 
There is no Govermnout lease. If a piece of land hecomos availabio the 
Collector asks other Govornmout olftcors whether they want that pioco of 
land. If they do not, he asscs.scs it to quit-rent and .sells it outright. 

Sir Percy Thoinpson.~-'\'\\i\l is just the hume as the feu-duty in Scot- 
land. The land might he sold for a feu-duty of .CIO, 000 and a capital 
sum. 

The President. —Our quitrent is not perpetual. It cun ho revised 
once in 30 years. 

Sir Percy Thoinp.wn. — Then it is more in tho nutiiro of rent; i.o., 
it is a perpetual lease which wo do not get in Fnghuul. Tho only diiferonco 
IS that in India you take power to review your rent. 

The President. — The que.',tiou is whether wo ohould try to romecly it. 

Sir Percy Thompson. — What? Try to go back on your bargain? 

The President. — Yes. You hud a piece of agricultural laud and tho 
luaii put in a darhhusb and got it subject to tho paymont of uiinuai agri- 
cultural rent. 

Sir Percy Thompson. — Is there any document which gives him the 
liossession of that land? 

The President. — ^Yes; ho has got tho patta. 

The ivUness. — Surely tho point is tliat agricultural land is liable to 
reassessment at the end of tlio period of settloment; I do not think there 
is any guarantee that at the next settlement it will again be settled as 
agricultural land. 

The President. — The Board’s Standing Order 21 (12) says ; ‘The 
Collector should determine the rate of ground rent on each plot dealt with 
under these rules before it is put up to auction. The ground rent should 
be so fixed that the sura paid by the purchaser on account of occupancy 
right may be as low as possible. The rates fixed should therefore be slightly 
less than the full competitive rent, the balance of the full value of the 
site being recovered in the price obtained at auction or in private sale. 
Ordinarily the Collector should adopt such one of the rates given in Appendix 
XXIV as most nearly fulfils the condition.” 

Sir Percy Thompson . — 'I'hat is a provision for disposing of your lands 
at the best advantage. 

, The President. — How will you deal with lauds disposed of before? 
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Sir Farcy Thompson . — By 
difficulb to tax past increments 

The President. Q. — Could 
you made? 


an increment duty. But it is 
you give us an idea of the 


extremely 

proposals 


A. Roughly, what I proposed was to assess all land within the limits 
or the town on the basis of its value as building land. 


sir 1 erey Ihoinpson. Q. That seems to be possible. But if it is going 
to be a really heavy rent, it will be very heavy on a man who has paid full 
consideration. 


A. — Yes j T see that difficulty. 

Q. — So, is it not the imposition of an increment duty a fairer way of 
doing it? 

A. — Yes; I think it may be. 

Q. With regard to Q. 116, you tliink that the iirofession tax in Madras 
IS, in fact, a kind of income-tax? 

; it^ is. I think in many cases it would simplify the assessment 
and the collection, if it were frankly recognised as a surcharge on the 
income-tax. 

Q- Assuming you keep it as it is — it seems to me that your profession 
tax has a wider range — would it help to have information as to the income-tax 
assessment ? 

A. — As a matter of fact, we always get it. We write and get the 
information. 

The President. Q. — Your Act provides that it shall be assessed with 
reference to the income-tax? 

A. — ^Yes. 

Sir Percy Thompson. Q. — In other iilaces, in the Punjab, for instance, 
they refuse to give the information, because they are precluded from doing 
so by the Income-tax Act. 

A. — ^That may be. 

The President. Q. — How do you reconcile your Act with the Income-tax 
Act? 

A. — We get the information from the assossees themselves. They iiroduco 
tlie receipts for the income-tax they pay. 

Q. — ^Would it simplify matters to have it assessed by the income-tax 
officers ? 

A. — I think it would very much. 

Sir Percy Thompson. Q. — They have very little knowledge of incomes 
under Rs. 2,000? 

A. — Yes. 

Dr. Paranjpye. Q. — On the other hand, income-tax authorities will have 
information of incomes earned both in Madras and outside it, whereas you 
are concerned with incomes which accrue in the city of Madras only. 

A. — That is so. 


The President. Q. — Suppose a man earns a lakh of rupees outside 
Madras. Are you not concerned with it? 

— 1 not think so. We do not charge a Nattukottai Chetty on what 

he earns in Rangoon or any other place. 

Q. — ^In the case of the companies? 

A. — In the case of companies it is different. 

Q. — If he earns both in Madras and outside, how would you divide it in 
levying the xn'ofession tax? 

A. — ^We do not attempt to find out exactly what his income is. 

Dr. Ilydcr. Q. — I find in the replies of the Local Government. that with 
regard to hotel keepers, refreshment house keepers, etc., in Madras, .tho 
total number assessed is 816 and the amount realised is Rs. 510. This is for 
the year 1921-22. And in the year 1922-23 there were 842 assessments 
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and the anioiint realised is Rs. 526. T should like to know whether it is 
worth while to have this tax at all. Surely, it is a waste of public money. 

A. — I should like to exauiiue the figui-es. 

The Trcsident. Q. — Is it not also a measure of sanitary control in resi^ect 
of these hotels ? It is for more, than one pui’ijose. 

A. — ^Yes, certainly. I should like to investigate the matter. 

Dr. Hycler. Q.' — Is it more in the way of police supervision .P 

A. — ^They are inspected by health officers and sanitary inspectors, so that 
they may be kept clean. 

The President. Q. — ^Wliat is your system of levying the charge on the 
hotels ? 

A. — On the accommodation. 

Dr. Uyder. Q. — From the figures given here it works out at As. 10 
per hotel on the average. Is that the charge on the Connemara Hotel, for 
instance ? 

A.— No. 

The President. Q. — Is the Connemara Hotel included in thatP How do 
you assess on that.? 

A. — I do not think it is included. The maximum that you can take under 
this head is Re. 1. The Connemara Hotel would pay profession tax under a 
higher class. 

Sir Percy Thompson. Q. — With i-egard to the tax on companies you say: 
“In some cases, this procedure works manifest injustice. Take for example, 
two companies with the same paid-up capital. One company may be making 
double or treble the profit that the other company may be making. But all 
the same, they have to pay the same tax”. Is not that provision inserted 
deliberately in the Act — to charge on the capital and not on the profits? 

A. — ^Yes; I presume so. 

Q. — ^Then you say “In the case of foreign companies which have branch 
offices or agents or firms to represent them, they are considered as companies 
incorporated in this city and are taxed en their entire paid-up capital”. 
But is there not a limitation in the case of a branch, that if its profits don’t 
exceed Rs. 25,000 it would be taxed on the profits? 

A. — Yes; it is subject to that limitation. 

Q. — That is a very moderate tax, about 2 per cent. 

A.— Yes. 

Q. — ^The individual by way of profession tax pays more on the average? 

A,— Yes. 

Q. — I should imagine that in the case of large firms and branches, as a 
rule, the limitation would apply. 

A. — ^Yes ; it does. 

Q. — With regard to the assessment on companies by the local boards, it 
is a different scale? 

A. — ^Yes. 

Q. — And it is heavier? 

A. — ^Yes. 

Q. — ^What is the reason? 

A. — I do not know. 

The President. Q. — ^You don’t press your suggestion that it is fairer to 
assess companies on the total turnover? 

A. — ^No; I don’t press it. I think the assessment on the total turnover 
would be fairer ; but I do not think it would matter very much. 

Sir Percy Thompson. Q. — It will be all_ right in the case of a manu- 
facturing or trading concern. But in relation to profits, would it not work 
very differently in the case of small companies making big profits and big 
pompanies making small profits? 

A. — Yes, 
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Q. — Probably the fairest thing really is to make it a function of profit, 
and I think tho effect of the proviso is to do so. 

A. — ^Yes. 

Q. — You agree that grants-in-aul should bo earmarked ? 

A.— Yes. 

Q. — And would you make it conditional on a certain standard of efficiency 
being maintained in the administration? 

A. — ^Yes; 1 think it is desirable. 

Q. — Is that principle in force in Madras? 

A. — I don’t think that condition is expressly stated here, 

Q. — Suppose a service is badly administered. Would you say that “unless 
you improve the administration, I withhold tho grant”? 

A. — I have never come across any instance of that sort. 

The President. Q. — Taking the 16 lakhs grant for the trunk roads, you 
would grant it subject to tho roads being passed by tho Superintending 
Engineer? 

A.— Yes. 

Dr. Uyder. Q. — Does your Engineer use these roads himself on which the 
tolls are levied? 

A. — I think so. 

The President. Q. — With regard to Q. 118 you say that tho Corporation 
has resolved “to levy an education tax of i per cent of the annual value of 
lands and buildings in tho city”. But thej’ also made a corrcsijonding 
reduction in the general taxation. 

A. — Yes. 

Sir Percy Thompson. Q. — With regard to Q. 167 you mean to say that 
the system in force in the Jfadras Corporation is perfectly sound? 

A. — I think the assessment generally is done reasonably well. 

Q. — ^What I mean is that you don’t have the politician moving in the 
realm of assessments as is the case in other parts. 

A. — ^Not as a rule. 

The President. Q. — Have you had any experience of the working of the 
betterment tax under the Town Planning Act? 

A. — I have not; but we are going to work it. 

Q. — There was a great discussion as to which should be preferred — better- 
ment tax or acquisition of land? 

A. — In that particular case we acquired about 75 per cent of the land and 
on the remaining we are going to charge betterment tax. 

Q. — ^You do not anticipate any difficulty in assessing the tax? 

A.— No. 

Sir Percy Thompson. Q. — You charge one-tenth of the value each year? 

A. — ^Yes. 

The President. Q. — ^What are exactly your relations with the Commis- 
sioner of Police in respect of licensing and taxing of carriages? What I want 
to know is this. Recently the Commissioner of Police had to get legislation 
to secure that the registration fees were sufficient to pay for the expenses. 
Would it be practicable for you to take over the two functions? 

A. — ^You mean the hackney carriages’ licenses? 

Q. — ^Yes. In some places the whole thing is done by the municipal 
authorities themselves. 

A. — There is no reason why the Corporation should not do it, but 
I should have thought it was more satisfactory for the Commissioner of 
Police to do it. 

Q. — Municipal taxation of liquor shops has been a very difficult question. 
Can you give us any opinion? 

A- — think the municipality is better free of it altogether. 
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Q. — You have read the recommendation of the Financial Relations 
Committee -where it -was said the local bodies can levy a surcharge on excise 
revenue. Mr. Moore in his evidence says : “It seems preferable to permit 
local boards to levy a surcharge to assigning a portion of the revenue to them. 
If a tax on tobacco is levied, one-fifth of the revenue so raised should be 
assigned to local bodies. The whole of sale license fees, in municipalities may 
be assigned to municipal councils”. There was a time when the Corporation 
did tax it. 

A. — ^Yes. Of course the difficulty is now that it is all mixed up with the 
demand for prohibition and there is a constant complaint against the location 
of shops; and time after time I have asked people to suggest more suitable 
places if they had any objection, and the answer always is that the shop should 
be removed altogether. 

Sir Percy Thompson. Q. — ^^Vill you get anything morcftthan you get at 
present? The man will take it into account and bid less. 

A. — There is no taxation of liquor shops, except the profession tax. 
I mean at present the municipality gets nothing. 

Q. — Suijposing you are going to put a special tax on the shops? 

A. — ^I do not anticipate that the liquor shops can yield any greater 
revenue. 

Q. — Any taxation will come out of Madras Government’s revenue? 

A.— Yes. 

The President. Q. — Actually the municipality did try to impose a tax 
for the storage of spirits? 

A. — I think the matter is still undecided. I do_ not think it has come 
to an end. I think I can give you a full note on this subject later. 


711-2 J 
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7th May 1925. 

BANiJAiORB. 

Present : 

Sir Chaules Todiiunteu, k.o.s.i., i.o.s., Prcsiilciit . 

Sir Bijay Ciiand Maiitau, c.c.i.e., k.o.s.i., i.o.ai., Maharajadhirajn 
JJahadur of Burdwaii. 

Sir Pekcy Tiioau-sok, ic.ii.K., c.«. 

J)r. R. P. Pakaxjpyk. 

Dr. L. K. IIydeu, ai.I/.a. 


Hi’. A. G. BEACH, I.C.S,, CoUectox* of KTorth Arcot, was examined. 


Written memorandum of Mr. Beach. 

Q. 15.— The analysis (given at page 78 of tho Public Worlcs Dopart- 
inoiit Adiuinistratiou Report for 1923-24) of tho figures for works in charge 
of tho Public Works Department, for which capital accounts are ke^)t, 
shows a porcontago of receipts to capital outlay of 12.77 and 13.70 for 
productive works and 1.11 and 1.12 for unproductive works in the last 
two years. On the face of these figures, it might be said that the 
charge under productive works was adequate, and that under unproductive 
was inadequate. Similarly, on minor works for which accounts are not; 
kept, tho Board of Revenue’s answer to this question shows that the npt 
jirofit was about 3 per cent on tho outlay. But these percentages must 
not be accepted as correct. In the case of tho last, no account is taken 
of the capital cost. In tho case of the P.W.D. figures, I do not know what 
is included and what is excluded under charges. Taking them for what 
they are worth, it would appear that tho charges under unproductive 
P.W.D. works and under the vast number of works for which capital 
accounts are not kept, are not adequate, in the sense that they do not 
yield a profit upon tho expenditure. Whether they are adeciuate in the 
sense that higher rates would impoverish the ryots or result in ' water 
not being utilised is another matter. But, I should answer that also 
in the negative. 

Here I must emphasize again that in the case of land already registered 

as ‘wot’ on the principles that prevail in this_ presidency, the discussion 

of methods and principles is largel 5 ’ academic, sinco it is neither desirable, 
nor practically possible to upset the existing system. There are two classes 
of land to which the discussion must bo confined : (a) lands in zamindaris, 
long irrigated by a Government source or dry lands in the ryotwari area, 
not fit for registration as wet, and (b) dry or zamindari lands to which 
water is newly supplied by the construction of a new source. 

In the case of the first class, tho difficulties of increasing the water- 
rates are, first that it would seem somewhat inequitable to charge a 

higher rate for Avater supplied to these lands than for land adjoining 

them, which are subject to the consolidated wet assessment; secondly, 
tliat a proposal to increase the i-ates would raise a considerable outci’y. 
A committee which sat some three or four years ago to consider a proposal 
to alter the rates prevailing was dominated by the representatives of 
the Godavari and Vizagapatam landed interests; and the decision which 
the committee came to ivas, that it ivould be politically inexpedient to 
introduce an innovation at a bound, but that the question of raising the 
water-rates should be dealt with by the Settlement Officer at the resettle- 
ment. The matter was thus shelved and the rates remain unaltered. Possibly, 
the commotion would be less, noiv that large areas in the deltas, which 
at that time were still registered as dry, have been brought under the 
consolidated wet assessment. But, the objections from the zamindaris 
would still be strenuous. As to other dry lands liable to water-rate, which 
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pockcU of ihu ryoU : and obviousily, if profit accrues to the Stato from 
irrigation entorpn.'.es, it trill bo in a position to extend them further than 
if it Here content ivitli tJie mere slow recoupment of its expenditure. 

I should answer, therefore, that the best plan is one which aims at 
a fair iirolit. I suggested in my iirevious note that the interest aimed at 
might ho aljout the same rate as the State pays on borrowed capital, 
[lint, of course, interest paid b\’ Government on loans for irrigation should 
ho included in the caxiital cost of a scheme.] 

While on Q. 15, I may say that the conditions of irrigation in the 
I’unjab, as described in the note of the Chief Engineer of tho United 
1‘rovinces, seem to he ideal for tlic levy of water-rates on tho system I have 
advocated. The soil is uniform, tho cro]) is practically solely wheat, tho 
amount of water required is uniform and without water tho land is 
valueless. That being so, 1 do not quite understand tho Punjab hankerings 
tas exhibited in tho noto of evidence) for cro^iwar rates and periodical 
variations with rclcrenco to prices. 1 can only suiniose that the Chief 
Engineer of tho United Provinces is nnawaro of tho Punjab problems. 
So am 1. lint points 3 and 4 in tho notes of ovidenco axqiear to bo contra- 
dictory. I prcaumc tho explanation to bo that tho irrigation engineers do 
not want a variety Oi crops, since this involves one man taking more water 
than another, and tho Punjab Canal Olliccr’s objeer has always been to 
distribute his water as eqnalli’ and as widoK' as xiossible. Tho desire, thore- 
lore, is to jienalise tho more thirsty croiis, e.g., sugarcane. This could 
bo done by levying a special rate on it, high enough cither to servo as 

a deterrent against growing it, or to cover tho loss of water-rato on that 

area on which wheat might have been grown with tho samo amount of 
water. 

Ill Pillar and Ori.ssa, tho noto on tho ovidenco (via», that tho general 
tax-jiayor should not pay for a benefit to a favoured class until tho 

eliarge tor water to that class has been pushed up to tho highest point 
possible, .short of causing the .service to bo refused) suggests a dc^iro for' 
an ecoiiomie water rent, but as tho natural .supply there is so abundant 
that it is doubtful whetlier a cultivator in a given year will take water 
from iui irrigation source at all, and lea.se.s on favourable lornis have to 
lic gr.iiited to induce him to mako a contract for a term of years, it is 
iloubifnl whether the cluiige for water could, in fact, bo pushed iiigh 

enough to yield a profit on ilio co.st of tlio ivorks iinles.j the works aro 
Very clieai* to con.strnct and maintain. Whether this is .so or not, or how 
the lailcs for tiie existing leasc.s coiiiiiare willi tlio rate that would bo 
iiesc.i'..uy to yield a return on the eo.it of construction, I cannot say. 

In tho Central I’rovince.s, again (where the whole area under irriga- 
tion i» only iqiial to tlie area under the Kislna delta sy.slein in Kislna 
di Uriel alone), a hero the [leople aie uiiacciistomed to irrigation, and 
v.bere in good year.,, a rice crop can be )trown aitliont irrigation, it i.s 
cK'.tr lb. it tiiero i.s no qneUion of charging a remunuralivo water-rato, 
and (iov l.■rnll4etlt ajqi.tuouly ba, to take wliat it can gut, and that apii.v- 
leiitly Mot inmb. lint here again, I have no idea what the rate.s actually 
rli.siged .tre, ami uhetlier the irrig.ilion wor!:i aie run at a lui.i or not. 

L.i.vly, in the United I’loviiue,, there aia* (viilo llie Cliiei Engmeer’.s 
note) thr<e diUrut tr.o!-. — Holtil.Mi.iml, ubere tin, ratei are low, bee. in. e 
;» .. ngje •..alernig nai.dly .■.nifne.. to mature the erop : the tlaiig.e.i .rnmn.i 
D.f.ib, '.iluie i eud It a III , <,em t<» be iimd.ir to lb > .e ill .M.idr.i,, iiulnding 
till, !i%>d .1 > .nu'Ul, and IJnmlieldi.iiul, uinne, u.> tlie people aut 

l.ifgclt .'.bof .uid ,iU the iifig.ilioii -.vorhi ate of a famine protective 
i!..tni‘g lo'.» r.'.t' > .it<' ( Imrg, 1 . T b‘-i»' dos > not .'ccni to be mm li opening 
for tile levy of i.ii< . b.i id t.n tie- ic.t of aipplviiig, u.vter in tbi> provitno 
nr.lt t pf.lntp. i‘*{ ne .»* piej'it. in ibe i)i».ib. 

lie- one !'e,.imi. in lioir iriig.it;>iii polii-y that the v.iriou.s provinu, 
hiv.t i;t (tin.n.ou i, tleir i, • 'tgniiit.n tii.it in a eountry v.here lio' tjver- 
.. ■.e-lmiii *. m.ipii-i'-y o! lie- people .ir.' tiej.eiident on a giuiiture, tin- fu .t 
sin-. .• ‘f li.e U.j’n'i nn.-at i. to i-r, >:!(■’, a, t.a' a, may l.e, ug.un.U to-., 

> ! ‘to; o .>':d the gio.-j of the i- .t of tltii !(.s » h(,i;i aide!'.- reg.inie*! 

inhisy. In .'d.idr.v., I thit:!. tlie (ondition, .ne now sneit, tn.vt in 

ft.Vwre the .pi. of m.ihiu,*, the-.n p.iy .aieuld lome isr-i, iind 

the.-o E hitle lihi.i nl'.v in I .trr > ii'..' .eat n. h .t policy. Uni whei’m-r tliis 
p e. , i. ,pp!;. ,').e jn other, • 'p.' i.siiy ttie more .ird pieVUitei, ii 

,v c, ..hi- a it 1. -unle f'.r me to utiiwcr. 
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tlie 'net <iud the diy asiCbsmcut is i-emitled ^\heie on account of such 
deficiency di'y crops are giown. This is, of course, a diiect consideration 
of the 1 jot’s ability to pay. 

(2) Xor is it true that the assessments lack the element of certainty. 
The asse:5sment3 remain unchanged for a period of thirty jears and are 
then alteied only if there has been so great a rise in pi ices during the 
pieceding tiventy years as to justify an enhancement of the rates. 

It is true that a hen nater is taken to dry land, the charge for the 
water varies nith the ciop, and the sjsteiu of charging is, in some cases, 
exceedingly complicated. But the cultivator can, it he nishes, ascertain , 
beforehand from the village accountant what the catering of any particular 
crop will cost him. 

(3) The first sentence is demonstrably false as legards Madras, wheie 
the very /on.s et eiujo of the scstem v.as the dcjj.ie to tiee the ijots from 
tyranny and oxtoitioii by dealing diiectly with him. The vast bulk of 
the land levenue is collected nith ease, and as each rjot knons vhat ho 
has to pay, thcie is voiy little scope tor tyranny or extortion. No doubt, 
village oOicei-i can and do sn indie the moie ignorant rj’ots occasionally, 
but theio is nonheie anything appioaching general extortion. 

Again, the tune of payment is caiefully fixed to suit the i jot’s con- 
venience. The assessment lor the jear is iiayable usuallj’ in four monthlj' 
instalments, the fiist instalment month being that in or before which the 
main not ciop is usuallj’ harvested. 

(1) Lastlj’. the figuie of 20 per cent for the expenses of collection is, 

I imagine, mucli e.xaggeiated. I do not know nheie it is taken from, or 
on nhat it is based. If it is based on the cost of laud leveiuic administra- 
tion as a whole, the aiisnor is that tlicio is a gieat amount of work doiio 
bj’ tho adniinistiatiou which has nothing to do with collection. 

Q. 99. — Such inequality as exists is obviously nob avoidable; since tho 
original settlements weio made in difroient yeais and all sottloincnts run 
for thirty yeais, some dstiicts must alwaj’s bo due for rcsottlcmont in ad- 
vance ot otlu'is. But, what one district loses at one end ot the settlement, 
as comjiaied with .mother, it gains at tho other, e.g.. North Arcot was 
losettled ten jeais ago, Trichinopoly is being icscttled now'. North Arcot 
has theiefoio been .issessod for ten jeais on an a\ciago of piicos higher 
than those on which 'rrichinopolj' has been assessed in tho samo period. 
But, Tiichiiiopoly will now bo assessed on an aveiago of juices higher than 
tlioso on which North Aicot is assessed, and so on. In tho long xiin, 
llicie is no inequality. In any case, it is a matter of small iinpoitanco. 

Q. lUO. — Rs, 2,nOJ is not tho subsisleiico level. This figiiio was pio- 
siiniably taUen as tho exemption level, in iniitatioii of tho English c.xeini)- 
tion Icnel ot BUli to which it is equivalent. If £13d is tho subsistence 
level in England, it is cle.iily not so in Indi.i, wheie the general standaid 
of expenditure on food, ilotliing and housing is so much lower. It is difTiciilt 
to s.iv wli.it ilic siibsistonco level in Iiidi.i is; but it is iiCMior Rs. oOO 
than Rs. 2,000. 

It would doubtle-s be e.i .v in manj' casCs to saj’ that an .igiieiiltiirist’s 
income w.is below Rs. .100, tliougli tlieio would aKo be a vast niiinber of 
debatable “bolder line’’ c.iscs. Bub tho argument that such incomes 
should be excmjiL ie-.ts on the .issiiiujuion tli.it tho land levenne is .i t.ix. 
However, one m.ij define ‘leiit’ and ‘tax’. The l.iiul icveiuie dilfeis wholly 
fiom iiuomc-tux. 'iho p.ijment of iiuonie-tax bring, in no diiect loturn 
to the jiavei, but in retuiii for the n.ijn.cnt of tho land revcniio, the .igii- 
ciiltuiist obt.iins the enjoyment^ of l.uid. There is a diiect quo jno quo, 
.ind ihcio i. no lo.pcul jiisiincatiou for exemption in this case. 

tji. Inl. — 1 know of no w..y to cln-ik fixictionisation. Subtlivision of 

holdiim. t dwL-. jdacu lor one oi two icxisoiis; either bec.iuso a joint family 

juopi-riv’ i-. jiaititioiicd among the membeis. or bec.iii--o A biijs a jiortioii 
oi B’ » kind. In cither t i.o the ji.iitit. tlo not wi-.h to ret. tin .i joint 
i'iUri->L in the L.nd . i iih wants to hold hi. ov.n share '^cii.u.iUdjx It 
ii .1 n vtur.i! jiti.i .. .uid I <lo not mc how i.ix.ilion t.ui .lack it. You 

I in n >''! i' tu ino/iu <• nldi.idoiis III the anoiiiu-, hut tin n voii ni.iku 

t!.»> (, ilk. lion ot riv.iuie dsliunlt, f.uilit.iti' fr.iud ou thi> j. irt of the 
V lb . ’ • (ii.il S', who ( dint it, .ind iini. i the ilitin iillit ■> of .inuf.ihlo 

t'hti^nc 1 . t 1. 1 u tht> piitii.. You I .III hvy .v (li.ug" oil in I'wing ,1 ,nb- 
ili.iinn. n 1 1. iti. 111.. 1 (....I d'.uc. in JNI.ulr.. ». in o i.ir .u thii li .i t i-c 
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Sir Percy Thompson. Q. — I do not say in one village bufc in the same 
area. 

A.— Oh ye-!, it might, o.g., in a taluk. 

Q. — Siii)i)o-,ing it i.-i six and five, possibly you -will have to multiply 
it hy two for the proximity of the particular village to a railway station. 

A. — No, that api)ties only in the classification of dry lands. 

Q. — Why is it so? 

A. — On examination it was found not necessary in the case of Aveb lambs. 
hicau-'O the cl a-.sifif.it ion of .sources give.s you enough variety of rate. 
-\nother thing is that a largo wet area makes its own market. That is 
tlio theory. 

Q. — Surely you have thoroughly inaccessible lands where you have first 
chi' I sourte.s of irrigation. 

.V. — It might happen but on the whole it docs not. If it is first class 
irrigation thcie will probably be a big population and good roads. 

J)r. Pttiatijijyc. Q. — Do you cook your rates? 

.V. — No, there is no cooking of wot rates in regard to the question 
of communications at all. 

Q. — I mean cooking as regards classification of soils. 

.1. — Well, you can call it scientific cookery. 

Sir Pi rcy Thom p^an. Q. — .V.ssuming land revenue is 50 per cent of 
annual value or of net as'.ets. when you apply water to a piece of land, 
the w.itor-r.ite uhich you would get is just 50 per cent of the increniont, 
is it not? 

— I fe.ir I do not (piite follow you. 

Q. — Von have got a piece of dry land and it i.s a.-scssed at Its. 2 
an acie. Now then you [irovide a first class source of irrigation and chis.s 
it a. lift hind, anti you al-o lind that the value of land rovonuo per rcro 
is lu'infc r.ii'cd from U-. 2 to Its. Your water-rate for .supplying water 
i» five minus two, that is thne. 

A.— Yt. i. 

U.“ -Tb.it is, lour I.ind revmiuo w.is Its. 2 before and now it h.i.s been 
r u id (o H '. 5, Wb.it you diould get as rc.il remuncr.it ion for tbo ..uiiiily 
of i..iit>r is Its, ;l, .ind .Is I.dtb It.. 2 and Its. .3 aiii just half the annn.it 
v.dim of llic bind or mu a ct tbi. sum Its. .’t ivbieb you are ;;etti:i,g is 

jn.l ii.di the im iciisent . b. ..siim. tbo lu-t a - et . drv iicie Its. 5 and tim 

m .1 •'*. » >.* i H •. 1*1, Is ib.ii the w,iy ii u .dly Miul.s. 

.K.— y* >. 1 :bl(i!; it sould ie put in tli.it way, Imt it is not the ii.iy 

it i . ..rnvi d .it. 

Q. W!,..t I a... -it to ,'• ! ..t is ibis. Wii.il ii tlm usd fin.tm i.il isbs t 
of loor ipiib- .ti'-a III i. Its r to di\ Iiml,.'' 

A D j* ‘.b.- .ill's )<!,<«> is’ ■.,.!! il'.. ,,!<! i.ito on tbo ! iiisl and ttm 

j .‘,s )i i I'.i i,i !ti''si.’. 

t ■ V o 1 < s’ b i’l tl •’ ■ .! ii. M< r sti I b .i l to tbo St its". 

1, : "s . 1. : .! ; • s'.-i .* 

\ V . \'i > i ' ti ii". s ■ ' • ‘ - s . 'i t . o ; , I s I 1 ! .1* o ], .ih . 
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Q. — Would iiol tlieso l)o iiicliidod in Iho cxpoii-sos of oullivation P 

A. — Not the levelling. The expoiibCs taken into considoratiou would 
1)0 tlio normal c.xponsos of cultivating tho wot land. Tho expondituro in- 
curred on account of converting the dry land into wot land is not taken 
into con.sidei'ation. 

The Preshleni. Q. — Can j-ou give u.s a .set of typical rates for a village 
wherein there are wot and dry lands? 

A. — ^Wot lands — 5; 4; 3. 

Dry lands — 2; li; 1. 

Q. — Supposing you take dry lands paying Ils. 2, tho water-rato will 
he Rs. 5 miiuis R.s. 2? 

A. — Yes. That i.s tho highest rate. 

Q. — Tho land revenuo i)ayal)lo would ho R.s. 2 j)his R.s. 3, that is 
Rs. 5. That would not ho actually tho wet rate on that particular pieco 
of land? 

A. — If wo classify, it would he probably different. 

Sir Pert'!/ Thompson. (J. — ^Tf you have a host class of dry land and 

a best cli^ of wot land, when you convert tho dry land into wot land, 

does it not follow that the hc-st dry land also bocome.s tho best 

vet land? 

A. — Not necessarily. When you classify tho land as wet, you would 
consider whether it is conveiiiontly situated for irrigation. If it wa.s at 
tho tail of a channel you woidd probably reduce it to allow for tho difTienlty 
of working it. 

The Prcsidenl. Q. — Yonr best dry land might 1)0 tho black cotton 
soil and your host wot land might bo clay soil? 

A.— Yc-s. 

Q. — Then j’our host dry black cotton soil might bo quite unsuitable for 
irrigation ? 

A.— Yes. 

Sir Percy Thompson. Q. — What you ought to do to get tho right wator- 
rato i.s to seo what class the best dry land would fall in if it was wet, 

A. — ^Yes. I think such a schomo wa.s tried in tho Cuddapah settle- 
ment. Every field which was thought capable of irrigation was given a 
hypothetical irrigation classification on tho assuniption that would be irri- 
gated. So when water was taken, tho village hnrncun know how much to 
charge. 

The President. Q. — Just as you did in tho Madanapallo settlement? 
A.— Yes. 

Q. — Can jmu tell us as a Sottlement Officer, when tho rate of increase is 
altered by the Board of Revenuo or Ijy Government, how that alteration is 
carried into effect? Supposing you ai’o told tho application of _ these rates 
yields an increase of 30 per cent and that you ought to reduce it to 20 per 
pout, how is tho process of reduction carried out? 

A. — 'You mean whon tho Government orders that the rates should be 
enhanced by 20 per cent? 

Q. — No. Government says that all your proposals are all right and 
we accept yonr half net assets, but we do not propose to take more than 20 per 
cent increase over the last settlement, 

A. — ^You increase all the rates by 20 per cent. 

Q. — ^I mean reducing. Supposing your net assets works out for an 
increase of 30 per cent and you are told by Goveriiment not to make more 
than 20 per cent and that you will have to make one-third reduction all 
through. 

A. — No. We will take the existing money rates and add 20 per cent 
to them. 

Sir Percy Tliom/Json. Q. — ^What the calculation shows Ts that on the total 
there is 50 per cent enhancement as compared with the last settlement. 
Now then. Government says that is all very nice, but we want only 20 per 

VlT~22 
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ccut. Tliei-efore, j'oxi must cook yoiir figures, so that tlie total is 20 per 
cent ill excess of tho figures of the last settleineut. What do you do in 
order to get ouly 20 per cent and nob 50 per cent? 

A. — You are assuming that the Settlement Officer has re-classified. 

Q. — ^He has doue everything and he has completed his settlement. 
The settlemout shows the revenue to be Es. 20,000, when in the last settle- 
ment it ivas Es. 14,000. Government says that it is too big an increase 
as it is about 50 per cent and Ave do not ivant more than 20 per cent. In, 
other words, instead of iiaving Es. 20,000, Government says it will be 
satisfied with Es. 17,000. How do you proceed to reduce this assessment? 
On Avhat principle you do it? 

A. — It is not done in that way. You have a schedule of money rates. 
If you re-classify, you have a new classification and you have the money 
rates which you propose and which, according to the rise in prices, would 
justify, say, 50 per cent more. 

Q. — Don’t you go and say, the financial effect is this : at the previous 
settlement we were getting 10 per cent and we are now getting 20 per cent? 

The President. — Mr. Leach’s point is this. Government would itself 
manipulate the money rates. The settlement is for money rates and you 
have got an increase in money rates. Therefore, j’ou know ivhat money 
increase it produces. 

A. — That is so. 

Q. — GoverumenL itself does it? 

A.— Yes. 

.S'ir Percy Thorapson. Q. — But what about tho next village? 

A. — It is generally done on tho whole district. 

Q. — I think surely there is some limitation in tho enhancement which 
can take place in a idllage. 

A. — No. The limitation is on the enhancement of tire holding, but not 
on the village. 

Dr. Paraujpye. Q. — Is it not 100 per cent? 

A. — No. On the holding it is not more than 25 per cent. 

Sir Percy Thompson. Q. — Supposing your money rates work out to an 
increase of 100 per cent on the holding, what will you do? 

A. — I think I ivas wrong ; 25 per cent of the maximum which can bo 
applied at once. I think if the increment on a particular holding exceeds 
25 per cent, ivhat is called the increment remission comes in and it is 
spread over a series of years. 

Dr. Under. Q. — ^You have in this Presidency a system in which irriga- 
tion sources and soils are each grouped into three classes, wet, dry and 
dxtfasah Is that so? 

A. — ^\^ory broadly, that is so. The rates do not depend on the crop 
at all so far as wet rate is concerned. If hand is wet, there is no differen- 
tiation of crop. 

Q. — In your report, you say that in G.O. No. 2712, Eevonuo, dated 
tho IStli July 1918, now rules wei-o published for criticism, and accord- 
ing to this sA’stem, irrigation sources wore to bo arranged into three groups, 
and a fixed scale of ivater-rato under each group was to bo charged for crops 
according as they were ivet, dry or dufasal. 

A. — That does not apply to wet lands. 

The President, Q. — Has that system ever been introduced? 

A.— No. 

Dr. Tlyder. Q. — ^\Vhat is your present .system? 

A. — fn .sonic ea.scs, there is a fixed water-rate, Avhich is Es. 4 an aero 
throughout tho Presidoncy, and in other case.s, it is what is called tho 
dilForontial raio, whicli is tho difference of "W— D, with all .sorts of varieties 
according as whether a crop is wet, partly irrigated, etc. 

Sir Percy Thompson-. Q. — How do you decide whether to apply Hiq 
differential rate or tho fixed rate? 

A. — It is done hy districts. 
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'I'hc President. (J. — Over the gi-oalor part of the irrigated area you have 
tlie consolidated wot assossineiit. In certain recent cases the settlement 
rates have been departed from, and a sijecial rate Avhicli is higher than the 
ordinary rate has been fixed. That is in what is called the guaranteed 
area. 

A.— Yes. 

Q. — Then in about 10 districts you have tho differential water-rate? 

A. — ^Yes. 

Q. — ^That applies to areas not guaranteed? 

A.— Yes. 

Q. — In the rest of tho Presidency you have the old rates which wore 
fixed 40 years ago? 

A. — That is so. 

(^. — The question of revising the dilferontial and tho old fi.xed water- 
rates has been under discussion for the last ten years. 

. .A.— Yes. 

Sir Percy Thompson. Q. — Tho ordinary consolidated rate applies to 
ryotwari areas whore you can guarantee water and so class lands as 
wet. 

A. — Yes. 

Q. — The differential rale applies to jsamindari lands? 

A. — I don’t think so. 

The President. Q. — 1 think the differential rate applies to zamindari 
lands. 

A. — don’t think it ..applies to zamindari lands in ICistna district, 
because there is no dry rate to base it upon. 

Sir Percy Thompson. Q. — Docs tho fixed rate apply to zamindari 
lands ? 

A. — ^Yes; also to lands in ryotwari ureas in sojnc distincts. 

Q. — Why do they have a fixed rate as distinct from the consolidated 
rate ? 

A. — Only if water is taken to drj' lands which have no right to take 
water, the fixed rate is charged. 

Q. — ^But you could charge the diff'erontial rate? 

A. — ^You could. 

Q. — ^You are working towards a differential rate? 

A. — ^^Ve are working away from it. 

The President. Q. — In 1918 they decided to abolish tho differential 
rate altogether and go in for the simjde fixed rate, but they have not yet 
succeeded in bringing that into foi'ce. It has been under discussion ever 
since'1918. After your sijecial duty, a Committee of the Legislative Council 
was appointed to discuss it and the iiapers wore laid before the Council, 
but the Council refused to have it introduced. 

A. — The Water-rate Committee decided that the question should be 
discussed by the Settlement Officer at the resettlement of a given district. 

iSii- Percy Thompson. Q. — ^What is a dufasal crop? 

A . — A crop which requires irrigation equal to two wet crops. 

Q. — Can you have tAvo dry crops in a year? 

A. — Yes, but they Avould not be liable to Avater-rate. 

T)r. Hyder. Q. — So in this Presidency you have no uniform policy? 

A.— No. 

The President. Q. — ^In the case of certain ubaa’' projects, Government 
haA'^e refused to guarantee any area. Although an area ought to have been 
settled as Avet, it has been left as .dry, and a fixed Avater-rate, varying 
Avith the different systcnis, has been introduced. 

A.— Yes. 

Sir Percy Thompson. Q. — Then thoro are different water-rates fixed 
for particular Avorks? 

A.— Yes. 
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The President. Q. — Yoiu- proposal ’n-as that 3 'ou should not have 
different rates for nev* works, but that j'ou should have special wet rates 
for them, and j'ou should look to their gradual levelling up as a result 
of the resettlements. 

A. — ^If the rates on the old wet settled area in course of time came 
uj) to the level of your now ijroject rates, the new project rates would at 
the next settlement be enhanced. 

Q. — It is stated in j-our reimrt that “it may be hoped that the dis- 
tinction between the new project areas and the rest will disappear in 
the course of future settlements Avhen the general rates rise to the level 
of the special project rates.” Do you think that under present conditions 
there is any hope of that taking place? . 

A. — Prohahly not. It would all depend on the cost of the new project. 

Dr. Jlijder. 0. — I should like to know whaj; preciselj’ is your difficulty 
in the zamindari areas where land revenue is x^si'^ii^mently settled, and 
where the lands receive water from Government sources. iVhj’^ can’t jmu 
charge the full commercial value for water? 

A. — You do not know what the full value of water is, but apart from 
that, there is no legal limitation to the charge for water. 

Q. — You saj' that it would seem somewhat ineciuitable to charge a 
higher rate for water supplied to these lands than for water supplied- to 
land adjoining them which is subject to the consolidated wet assessment. 

A. — I only meant that if you have two fields, one ryotwari and the 
other zamindari, side by side, the r 5 'otwari bearing a fixed wet rate and 
the zamindari paying a drj- rate to the zamindar and also a rate for water 
to Government, it would be inequitable to charge the zamindari at a 
higher rate tlian you charge the ryotwari. 

Q. — On the ryotwari land j’our position would be that j'ou have 
a total charge which is varied every 25_ or 30 years. On the other, the 
larrd revenue is fixed, and the onlj' possible thing to do is to manipulate 
the water-rate. 

A. — That is so. 

The President. Q. — Isir’t the irrequalitj- actuallj' the other waj’ at 
present? The zarrrirrdar is paying a rate which has not been varied for the 
last half century, while the ryotwari rate is revised every 30 years. 

A. — Probablj' the rj’otwari rate is now higher. 

Dr, Hijder. Q. — ^What system would joit advocate for your Presiderrey 
if J’OU were starting afresh? 

A. — ^AVe can’t start afresh. The questiorr is largeb'^ academic. 

Dr. Under. Q. — ^AVhj'? Goverrrment supplies water to the ryoL and 
to the zamindar. It has got rrothing to do with the questiorr of land 
revenue : j'oit have orriy to consider the charge for water. 

Sir Percy Thompson. Q. — ^You cairrrot tell what part of the consolidated 
assessment is for water arrd what part for land? 

A. — The difficultj' would be to break away from the consolidated wot 
assessment and fiitd a new basis to start on. 

Q. — Suppose yoir charge Rs. 4 water-rate on a iriece of wet land which 
has beerr wet for thirty j'ears, on what are j-ou goiirg to base land revenue? 
It ought to be based orr what the rate woirld be if the land were dry. You 
do rrot know rvlrat it would be if it were dry. 

A. — It would be very difficult to put a fresh classification on an old 
wet land on the supposition that it was diy. I think you would have 
to depart from soil consideration altogether. 

The President. Q. — AVould it be iiossible to arrive at it this way? Your 
watei’-rate should at least be not less than what the least favourablj' 
situated ryot is readj' to pay. If j’ou had a general rate of water-rate 
and arrived at the consolidated wot assessment on present principles and 
deducted .your general water-rate from j-our consolidated wet assessment, 
wouldn’t you get a fair idea of tlie amount due on account of the .situa- 
tion and the qu.alitj' of the soil? 

A. — Yes: the only object of doing it would "be to alter your wet rate 
more fi-eely. 
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Q. — The more nnfavoiirably situated a piece of laud is, tlio more you 
Jiave to pay for water under i^resout conditions. The more a irroject 
costs, the moi-e it has to pa 3 ^ 

A.— Yes. 

Q. — A iJroject like Bhavanasi, Avhich Avas started as a jArotective work, 
is pa3dng tAvice the rate paid by the best land in the Godavari and Kistna 
districts. Isn’t that a reductio ad ahsurdum? 

A. — ^Yes. 

. Q. — ^Your first attempt shoiAld be to get a general level of Avatei-rate 
based on A\diat the ryot is readj' to paj’ in tho least favourable circum- 
stances. 

A. — ^Yes. 

Sir Percy Thompson. Q. — In other Avords, it ought to be based on tho 
value of the AA’ater to the cultivator and not on the cost of sup^ily. 

A. — ^Yes, but it is A-^erj' difficult to find AA'hat a ryot is prepared to 

pay. 

The President. Q. — You knoA\’ what he is ready to pay in Bhavanasi; 
if he can paj^ it there, he can as aa'cII pa 5 ' it in Kistna. 

A. — ^Yes. 

Dr. Paranjpye. Q. — ^^Vould j’oii be in favour of doing aAra}’^ Avith tho 
consolidated AA'et rates altogether and haA'ing a land revcnire pins Avater-ratp 
everyAA'here if yon could do it? 

A. — ^Yes, I think it AA-ould simplify matter’s. 

Q. — ^Without attempting to increase the irresent AA’et rates, couldri’t 
you divide it on a rough-and-ready basis into tAA’o parts, one irart being 
land revenue and tho other Avater-rate? You could ask each cultivator 
Avhat he considers should bo the land revenue part of it and AA^hnt the 
ivater-rate part. 

A.— Yes. 

Sir Percy Thompson. Q. — What is the object of this division Avhen the 
total payment is the same? Aren’t you contemplating raising the Ava^i’- 
rate ? 

The President. Q.— Worrld you adAmcate a uniform AA’ater-rate for 
homogeneous areas and for sources of supplj' of the same cla.ssp 

A.— Yes. 

Q. — ^When you have that, AvhateAmr else jmu take from the land under 3 'our 
settlement .systeiiA is due to the land. 

A.— Yes. 

Sir Percy Tliompson. Q. — It seems to me that the consolidated rate 
is the fairest tliiirg, because it makes the land pay the added value on 
account of the Avater. 

A. — The difficulty, if .you di.ssociatc the Avater-rate altogether, is to 
knoAv AA’hat AA^ater-rate yon arc going to charge. 

The President. Q. — In Burma they deliberately state that Govei’iimeiit 
is entitled to a larger percentage of the net assets in AA’et than in dry 
lands. 

A.— Yes. 

Q. — ^In the case of projects that do not liaj' their AA'ay, do you agree 
that the ryots Ainder them should pay as much as they can be made to 
paj', short of stoiiping them from taking the Avater? 

A.— Yes. 

Q. — ^Then you AVOAild have a certain debit balance left. Is it right that 
that debit balance should be met by the general tax-payer or by the 
people AA’ho lienefit bj' tbe Government’s irrigation enterprise? 

A. — There is Aiothing in it. The general tax-payer and tho peojAle Arho 
benefit by tho irrigation enterprise ns a AA’hole may bo regarded ' as oiAe. 

Sir Percy Thompson. — ^In anj' case, OAmn supposing 11, s. 2 AA’ould iniy 
you haudsomel.y, if it is worth Rs. 20 to the cultiA’ator, yoAi shoAild chax’ge 
him Rs. 20. The cultivator ought to be made to pay Avhat he can. 



'I'he President. Q. — You say iu the report that “the only possible 
policy subject to reservation on the question of famine i^rotection seems to 
1)6 to make irrigation pay its own way, and the policy is fortunately 
favoured by the circumstance that the i^rofits of cultivation due to ii'riga- 
tion are so great that the ryots can well afford to pay. It is the only 
policy economically justifiable, the policy that the consumer must pay. In 
other forms of State or communal service such as railways and the post 
office, the normal procedure is to charge the person who travels or sends 
letters by post, a rate which will jnake these services pay.” What you 
do there is to piit on a uniform rate that will make the services pay? 

A. — ^That is so. 

Sir Perey Thompson. Q, — The difference is that anybody can go and 
buy a railway ticket, hut the people who benefit by your irrigation schemo 
are certain selected people 

A. — Yes : therefore, they should i)ay more. 

Q. — ^Pay up to what the traffic Avill bear? 

A. — Yes. 

The President. Q. — Subject to what j’ou say hoio about the reservation 
for famine protection, is it right to charge a uniform rate which might 
result iu some of the more favourably situated schemes paying for the 
less favourably situated schemes? 

A. — I think I should prefer to base the rates under each scheme on 
the cost of the scheme, i.e., make the person on whose behalf you are 
spending money pay for it. 

Q. — I do not quite see the fairness of that. The benefit they get is 
the same. 

A. — ^But the question is whether it is Avorth your Avhile to do it at 
all. 

Q. — ^Yoii say that the State cannot discount the favours of nature. 
Why can’t it? In LoAver Burma, paddy land, to Avhich Government supplies 
no water, pays a consolidated rate just the same, although no expenditure 
is incurred. 

A. — If you are going to start a neAV project, Iioav would you fix a rate? 

Q. — I should have a general rate AA'hich I should vary Avith reference 
to prices, say evei’y fiA'e years, if Amriation Avas needed and if a neAV project 
showed signs of paying iu due course, I should be prepared to undertake 
it and pay for it out of the old in’ojects AA'hero the favours of nature are 
helping you. 

A. — ^Yes. 

Pr. JELyder. — ^If that Avere adopted, surely people Avho derive benefit 
from the old irrigation schemes already constructed Avould oppose neAv Avorks as 
they Avould have to pay for them, so that your Presidency would have 
to wait for a long AA^hile and that has_ actually been the case in the 
hlettur project AA-here you have had to Avait till people could afford to pay 
Bs^ 15. 

Pr. Paraiijpye. — The present beneficiary is ahvays up against any 
extension of irrigation. 

Sir Percy Thompson. — ^IVhat you ought to have charged from the very 
beginning is the maxiniAim, jAeople are prepared to pay. 

Pr. Paranjpye. Q. — If you put it fairly and squarely to the culti- 
vators that for a particular scheme they_ should pay so much and if they 
agree to that, is there no objection to their paying more than the surround- 
ing people? 

A. — I think that it is inevitable. 

The President. Q. — Do you think that the ncAV cultivators under the 
^lettur project Avould acquiesce in permanently paying three times the 
Avater-i’ate of the adjacent land for jiist the same .sendee? 

A. — I do Jiot knoAv if you could justify that. Hut aa'c iuo hound hj’ 
the engagement with the people when aa'c fixed the rate. 

Q. — Isn’t the Avater-ralo variable at the di.scretion of Govornniont? 

A. — ^Yes, if it is not consolidated. 



Q.— Your Water-rate Committee objected to any variation in water- 
rates except district by district every 30 years, and you say they were 
dominated by the landed interests. 

A. — ^Yes, some members of it voiced tbo protests of Ciodavaid and 
Kistna. 

Q. — Aren’t the Godavari and Kistna people gro'slv underassessed in 
the matter of water-rate? 

A.— Yes. 

Dr. Kyder. Q. — Godavari and Kistna are permanently-settled areas? 

A. — Some are ryotwari and some zainindari. I think they are mostly 
r 3 'otwari. 

Sir Fercy Thoiapiiun. Q. — in zauiindaris, is the water-rate paid by 
the occupier or by the owner? ^ 

A. — think the practice varies in different zamindaris. 

Q. — It is alleged in some parts that the charge of Rs, 4 on zamindari 
lands is too small. If so, does the zamindar raise the rent? 

A. — ^Yes; in some zamindaris the rent is paid in kind; it is half the 
crop, so that if a man takes Government water, the zamindar would get 
the benefit of it. 

Q. — ^Tlien it must be the zamindar who pays the water-rate? 

A. — Yes, I think it depends on the tenns of the zamiudar’s settlement. 

The President. Q. — Have you studied the volumetric system? 

A. — Yes. 

Q. — Mr. Galletti considers it to be quite practicable. 

A. — He is an Italian; the volumetric system is widely used in Italy, 
I don’t know what his arguments in favour of it are. 

Q. — ^You have not seen his paper? 

A. — ^No. But can he guarantee that the module will not be intei’- 
fered with? The question is one of internal di.stribution. 

Q. — You say that the betterment lax is in operation in Mj'.sorep 

A. — Yes. I think so. 

Q, — ^You have not had any particulars about it? 

A, — ^I road about it in a G.O. of 1918. 

Sir Percy Thompson . Q. — ^Is that lietterment tax in addition to the 
water-rato ? 

A.— Yes. 

Q. — What is the point in it? 

A. — ^Tho idea is that your water-rato does not include the whole charge 
for water. 

Q. — ^If you absorb by means of the watei-rate the whole of the en- 
hanced annual value, there is iio increased capital value. 

A. — ^No, possibly not. 

The President. Q. — No water-rate in India ever absorbs the whole of 
the increased annual value. 

A.— Yes. 

Q. — ^You quote a case in which they are ready to pay down a cash 
contribution for improvement. The betterment rate is an alternative to 
the ca-sh contribution. It simpK' means a terminable annuitj’. 

A.— Yes. 

Sir Percy Thompson. Q. — ^You demonstrate that there is an increment 
and then you take a part of that increment by means of a betterment tax. 
If you can charge the increment as much as possible by moans of a water- 
rato, it seems to mo that a betterment tax is quite unnecessarj*. 

A. — Yes; I think .so. The difficulty is to tax it properly or rather to tax 
it fairly. It is difficult to force up the water-rato high enough to cover 
the enhanced value. 



The President. Q.—Aiid also you have no law xiuder which you cau 
compel tho people under a particular work to take water and pay tho 
water-rate? 

A. — ^No. 

Q. — And ftirthei-j tlitl rdte at wlueh you call secure agreeiueiit is 
comparatively low? 

A. — ^1res< 

The Maharajcldhirdjd Pclliadnr 0 / jSiirtlifcan. Q. — In I'eply to Q. SS^yoii 
S£ty : *‘Nor is it true that the assessments lack the element of certainty ^ 
ihe assessments, remain unchanged for a period of thirty years and are 
thgri cilte'rfid only if there’ has been so great a rise in prices during the 
preceding twenty years as to justify ail enhancetnent of the rates^’. Am 
I to understand that ordinarily tho assessment is not changed after a 
period of thirty years? 

A. — It is changed after a period of thirty years. 

Q. — Ordinarily, the alteration in prices is so great after thirty years 
that there is every justification for raising the assessment. 

A. — ^Yes. I think there is only one district — Ouddapah — ^where the 
rates have not been increased. 

Dr. ’Ryder. 0- — ^What is that due to? Is it because the people are 
not affected hj' the rise in prices? 

A. — The Settlement Officer, IMr. R. W. Davies, put the case very strongly 
and Government accepted it. 

Dr. Faranjpije. Q. — Does it mean that the old assessment was pitched 
too high? 

A.' — ^No. It meant that although there was a case for increasing the 
assessment on the basis of prices, tlio tract was generally backward and 
subject to famine and it was inadvisable to increase the assessment. 

Q. — ^But surely it means that the old assessment was excessive? 

A. — But it was fixed on the basis of prices then prevailing. It was 
fair from that point of view. 

_ Q.— But there might have been a mistake committed then, or the 
policy in those days might have been different. 

A. — The policy was the same, I think. It was only that there had 
been no considerable improvement in the district. The rainfall is Scanty 
and the tanks are small. 

The Maharajadliiraja Bahadur of Burdxvan. Q. — ^In your part of the 
world, do you find a growing tendency to opposo periodical surveys and 
settlements ? 

A. — Since the Reforms, there has been considerable opposition. 

Dr. Paranjpye. Q. — ^They have also passed resolutions in favour of perma- 
nent settlement. 

A. — ^Yes ; and it is also now proposed to fix by law the maximum euhance.- 
ment. 

The Maharajadliiraja Bahadur of Burdwan. Q. — Do you think that one 
way of obviating that difficulty would be either by having the maximum 
limit of enhancement, as you have just now mentioned, or by having youi’ 
settlements at longer intervals? 

A, — ^You will have then a greater outcry at the end. 

The President. Q. — ^Does not the fixing the limit of increase tend to 
perpetuate the existing inequalities? 

A. — Quite. The objection is not because enhancement is any more hard 
nowadays, hut merely because political action is altogether more forward 
than it used to he. 

Dr. Paronjpyp. Q. — Is it due to the feeling among the Members of the 
Logislativo Council that tho village people iiay far more as taxes to the 
Government than tho town people do? 

A.— No; I do not think so. I think it is.chie to the general dislike of 
the rich to have their taxes increased. I do iidt think it is dtie to any agita- 
tion on tho iiart of the small holdefl 



177 . 


The Maharajadhiraja Bahadur of ‘Burdwan. Q. — am not conversant 
with your system or the class of people who own land. But in Bengal every 
man practically owns landj and so the champions of the tenants in the 
Legislative Council oppose survey and settlement. The middle class culti- 
vator or the middle class tenure-holder is more opposed to survey and settle- 
ment than the tenant himself is. That is my experience in Bengal. 

A. — ^Yes. I think it is so here also to some extent. 

Q.— You say again in reply to Q. 98 (4) ‘.‘the figure of 20 per cent for 
the expenses of collection is, I imagine, much exaggerated". Could you give 
us the right figure? 

A. — am afraid I have not the least idea. 

Q. — Is 20 per cent the margin allowed under your rules? 

A. — ^No; there is no margin. There is no fixed limit at all. I do not 
know where the 20 per cent came from and on what it was based. 

The President. Q. — ^It has been frequently urged in the Madras Legis- 
lative Council, that the percentage cost of collection is higher than 20 per 
cent, and that it is much higher in Madras than in any other province. 

A. — Oh, I see. 

Br. Paranjpye. Q. — ^You say; “the time of payment is carefully fixed 
to suit the ryot’s convenience. The assessment for the year is payable 
usually in four monthly instalments, the first instalment month being that in 
or before which the main wet crop is usually harvested". Have you heard of 
the complaint that the ryot generally does not get the benefit of high 
prices, because he has to sell his produce immediately after the harvest and 
occasionally before the harvest. 

A. — suppose he gets better terms even if he sells his crops beforehand, 

Q. — He is forced to hurry up the sale of his produce even under unfavour- 
able conditions? 

A. — ^Yes; he may have to sell his crop or a poi-tion of it at once in 
order to pay the first instalment. 

Q. — ^Therefore, your figures for prices would not generally affect his 
ability to pay unless you take the prices of that particular time. 

A. — If the general average of prices has risen, he will get the same 
proportionate benefit. 

Q. — But your system of payment is such that he is forced to sell even 
under unfavourable conditions of the market? 

A.— Yes. 

Br. Hyder. Q. — ^Is not there the fear that if the cultivator is allowed 
time for six months, he might not have anything left with which to pay? 

A. — ^Yes; he might celebrate a marriage. 

Q. — ^It appears to me that there is too much of assessing and assessment 
work in the villages here. Are these boundary stones over the entire 
Presidency ? 

A.— Yes. 

Q. — On whom does the original cost fall — ^bn the Government or on the 
owner of the field? 

A. — On the Government. 

Q. — ^If the stones are lost, the cultivator has to make them good? 

A.— Yes. 

Q. — Wliat is the point of having these stones all over the Presidency? 
Don’t you think that too much of assessment work is involved thereby? 

A. — 1 think it saves a good deal of litigation, although the cost of survey 
is very high. 

Q. — With regard to the question of the cost of collection being high, it 
appears to me that in your Presidency you keep a number of registers which 
are not kept in other provinces, so that you have got an abundance ot 
statistical material and that naturally puts up the cost. Is that sp? 

A. — ^Yes; I suppose it is so. 

VII— 23 
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The President. Q. — Do you consider tliat you could reduce or get rid of 
a number of officers if you kept fewer registers? In other words do you 
think more is involved than the cost of paper? ' 

A. — Cez'tainly not. 

Q. — ^How many villages does a group consist of? 

A. — ^Not more than one or two. 

Dr. Paranjpye. Q. Could you not have one village accountant for four 
or five or even ten villages, if the number of registers was less? 

irot see how you can have a less detailed registry as lono" as vou 
deal with the r 3 ' 0 t direct. » juu 

,. Syder Q. — ^It is so in the Punjab, ivhere also the Government deals 
directly with the rj'ot. Although the laud revenue is paid to the headman 
of the village, the Government really is in touch with the individual ryot 
and there the number of registers is less. The patiuari keeps only two or 
thiee registeis, and he has five or six or even twelve villages under his 
charge. 

A. — I imagine the irrigation staff is much bigger there. 

Q. — ^Here he does the ordinary land revenue work and irrigation work? 

A. — ^Yes; he records all cultivation and works out what each man has 
to pay. 

The President. Q. — ^When a large reduction was actually made in the 
village staff, what was the result in the Council? Is not there a Bill to 
reinstate them? 

A. — ^Yes; there is a Bill now to reinstate them, though they were 
thought unnecessary. 

Dr. PLyder. Q. — ^The Council wants to reinstate them and thus provide 
employment for them. 

A.— Yes. 

Sir Percy Thompson. Q. — ^With regard to Q. 100, you take the view that 
land revenue is a rent and not a tax? 

A. — ^Yes. 

Q. — And 3 ’ou rather base that on the fact that the man gets a quid pro 
quo? 

A. — ^Yes. 


Q. — ^But people usually say that he is the absolute owner of the land. 

A. — ^I do not think he is here. I think the State is the owner of the land 
and he holds it only so long as he pays for it. 

Q. — ^What is his title? Has he not got a patia? 

A. — ^Yes; but the jjatta is not a title but rather a receipt. 

Q. — Is there any documentary evidence for the terms on which he holds 
his land ? 

A. — ^Not for the individual, except that he holds the land subject to the 
payment of the land revenue and that if he does not pay it, his land is sold. 

The President. Q.— You have got the cliiita from which the paita is 
extracted ? 

A.—Yes. I have seen it stated that the State is the holder or the owner 


of all land. 

Q. ^Aud the ryot merely gets certain rights over the land, one of the 

conditions being the payment of the land revenue? 

^Yes, the sole condition. This is the basis of all dealings between the 

Madras Government and the landholders. 

Q. ^But how do j'ou apply that to land acquisition? It is Government 

land and yet Government pays the full value? 

A.—Yes. 


Sir Percy Thompson.— 1 think it is quite consistent. Government has 
' parted with certain rights which it acquires. 

Dr Kyder. Q . — I do not quite understand the distinction you make 
between income-tax and land revenue. You say, “The payment of income- 
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tax brings in no direct return to the payer, but in return for the payment of 
the land revenue, the agriculturist obtains the enjoyment of land”. I should 
like to be quite clear as to your meaning. Now when a man pays income-tax, 
what does he obtain? He obtains the general protection of the State in 
respect of life and property. When a man pays land revenue, what does he 
get in return? 

A. — ^Even a man who does not pay income-tax gets the general protection; 
but the man who does not pay the land revenue does not enjoy the land. 

Q. — ^The point is this. A pays income-tax and he obtains protection of his 
own person and property. B, a land-owner, pays land revenue and ho 
obtains protection of his own person and property. Where is the difference, 
unless you assume that the land belongs to the State? 

A . — B pays, for the advantage he gets out of the land and not for any- 
thing else. He gets the crop. 

Q. — The practice that prevails in insecure provinces like the Frontier • 
or in the Northern Punjab is that the cultivators or the people who own 
the land pay the land revenue and the Government gives them protection, 
or rather guarantees them in the possession of the land. That is, the 
Government guarantees to these people the indisputable right of enjoyment. 
Secondly, there are people who may not own lands and may not pay land 
revenue, but they may own cotton mills or any other business and they pay 
in the shape of income-tax, etc., and they get in return from Government ah 
undisputable right of enjoyment of whatever they may possess. The doubt 
which is lurking in the minds of many of us is this: if the State does not 
extend its protection to these people who are in the enjoyment of their 
property, they may be turned out by anybody. 

A. — Quite probable. 

« Sir Percy Thompson. Q. — Take, for instance, a landlord who rents his 
land on a 99 years’ lease, the tenant builds a house and sublets for 21 years’ 
lease on payment, who is the owner ? It is all question of division of rights. 
The rights of the people are secure in consideration of the payment of land 
reveirue. So it is not a tax. 

A. — ^Yes. 

The President. Q. — The present land revenue is the commuted share of 
the produce; is it not? 

A. — ^Yes. 

Sir Percy Thompson. Q. — Is not the payment now made to the State 
exactly the same thing as a tenant makes to the zamindar? In one case you 
call it a rent, and in another you call it land revenue. 

A. — ^Yes. 

The President. Q. — In answer to Q. 98, you say first that “in theory the 
State is entitled to half the net produce of the land”, and then explain how 
the assessment is made. In the end you say, “One-half of the remainder is 
taken as the assessment on the land”. Can you tell us what is the percentage 
taken in the Chittoor settlement which you did? 

A. — I am afraid I cannot tell you now. 

Hr. Paranjpye. Q.— You say, “I know of no way to check fractonisa- 
tion”. Do you think that any legislation is necessary for the purpose? 

A. — As far as I know, no legislation will be of any use. 

Q. — Why, it has been working very successfully in other countries like 
Denmark, Switzerland and others. Not only that, there are laws also 
which require redistribution of holdings, so that they may be made economic 
holdings. 

A. — ^I do not know that. 

The President. Q.— You say, “You can levy a charge on making a sub- 
division as has I’ecently been done in Madras”. How much is it? 

A. — ^I think it is one rupee per field line. 

Q. — ^You say that inequality due to temporary settlements is obviously 
not avoidable. This is due to fluctuations in prices which have occurred. 
Does it work out all right in the long run? 

A.— I should think it has so far. In the ryotwari settlements the 
prices have been rising; of coiirse, they might fall again. 
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Q. — They have gone up much more rapidly in some periods than in 
others. 

A. — I suppose they have gone up a great deal in the last few years. 

Sir Percy Thompson. Q. — ^Is it not a gamble rather than an inequality?. 
It is like income-tax: when you have high profits you pay more, and when 
you have low profits you pay less. 

A. — ^You cannot get any pai'ticular equality in taxation. 

The President. Q. — ^IVould it not be practicable to work a system similar 
to that obtaining in Australia? You have three factors. First, you have a 
valuation staff ivhich values the land just as your settlement department does. 
Then you have the Government which would fix the rate. Lastly, you have 
the Collector who would apply the rate to the valuation. Would you apply 
the system of valuation, the rate being fixed for the time being by the 
Council ? 

A. — That could be altered at will. 

Q. — No. As the districts fall in for resettlement, you will have to substi- 
tute for the settlement of the revenue the valuation of each holding. 

A. — ^How would the valuation be done? 

Q. — Just like in the settlement, applying the same principles. 

A. — In what terms would it be expressed? 

Q. — On the annual value, so much per acre. 

Pr. Paranjpye. Q. — Would you go still further and say that the valuation 
for this piece of land is so much grain? The Council will fix such and such 
a percentage, and the Collector will apply that percentage and take not so 
much percentage of the grain, but the percentage of the price, or the 
average price value of the grain. a 

'A. — I think it will be a very difficult thing to do in that way. It will be 
very difficult for the legislature to settle the tax. 

The President. Q. — They would fix one uniform rate for the whole 
Presidency. 

A. — But I mean varying the rate. 

Dr. Paranjpye. Q. — No, it would be just like the Finance Bill. It 
will be fixed every year. 

A. — There will be a good deal of uncertainty; the ryot cannot know 
what he has to pay in a particular year. 

Q. — But he knows what the valuation was. 

A. — May be. 

Q.— At present it is a very difficult thing. Do you think the valuation 
system will be practicable? 

A. — ’Yes. The settlement has been done, but the valuation has not; at 
any rate, in the original settlement the valuation is there, and to make a 
new valuation will be a big undertaking. 

Q. — You only undertake it in lieu of I’esettlement ? 

A. — ^Yes, but the original settlement took a lon^ time to do, an extra- 
ordinary long time, say, four or five years. 

Q. — ^Why should the valuation take more time than a resettlement? It 
could be done on the basis of your accepted doctrines for settlement purposes. 

A. — But I do not think the facts can be known enough to be accurate. 


Mr. A. BiAMAlYA, M.A., F.B.E.S., Vakil, Madura (South, India), 

was nest examined. 


Written memorandum of Mr. Hamaiya- 

I have carefully gone through the questionnaire prepared by your Coln- 
Jiiitteo, and I find that, except with regard to questions which require for 
their answer statistical or official information, or knowledge of particiifar 
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local conditions, to which I have no access here, niy views with regard to most 
of the other questions which deal with general principles and their appli- 
cation to British India, are expressed in niy recently published book ‘A 
National System of Taxation’ of which I believe, I have given a copy to your 
Committee. If your Committee does Jiot possess a copy I shall be glad to 
send them one. 

Your Committee’s questions relating to income-tax do not appear to me 
to be quite comprehensive, or to deal with all the aspects of the subject. As 
a person who has made some special study of the subject of income-taxation, 
and who as a professional lawyer, has had also something to do with income- 
tax cases, I have to bring to the notice of your Committee, that the existing 
Income-tax Act in British India, though a considerable improvement on its 
predecessors, is still very defective and requires rectification in important 
particulars. Some of the more imp'ortant defects have been_dealt with in my 
book, and in the note on ‘The Machinery and Methods of Assessment’ which 
I sent you in November last, and I only propose here to invite your Commit- 
tee’s attention to some other defects. 

(a) The proviso annexed to Section IX (2) of the Act says that where 
house property is in the occupation of an owner for his own residence its 
annual value shall be deemed not to exceed ten per cent of the total income 
of such owner. It will be seen from this that the annual value of residential 
houses js made to depend upon the varying total incomes of the owners. The 
incomes of business men in general, and of all those persons whose incomes 
are earned abroad and who are not bringing all their incomes into British 
India, seldom are uniform and vary a great deal from year to year. In spite 
of the fact that they live in palatial buildings, costing lakhs of rupees (I 
have in mind in particular the Nattukottai Chetty community of Southern 
India) they escape income-tax to a very large extent on the annual value of 
their house properties, the estimation of which is not in any case to exceed 
10 per cent of their total incomes accruing in British India. In place of the 
existing ijrovision for estimating the annual value of house properties, in 
the occupation of the owners themselves, I would suggest that the same may 
be fixed at 5 per cent of the capitalised market value of the property to be 
determined once in five or six yeai's. 

(b) Sub-section (2) of section IV of the Act exempts from the income- 
tax and does not even include for purpose of determining the rate of tax 
to be applied, incomes accruing and arising out of British India. Fi-om 
the standpoint of fiscal justice, this provision is not in any view defendable. 
It cannot be denied that persons who reside in this country and enjoy the 
social advantages of such residence, owe a duty to the Government of this 
coiuitry, irrespective of the sources whence their incomes are derived. Most 
of the rich Nattukottai Chetties of this part of India have their business 
outside British India such as Ceylon and the Federated Malay States, and 
scarcely bring their incomes here, leaving the same to accumulate there, ten- 
fold, twentyfold and fiftyfold for a sei-ies of years. So that, in spite of 
the fact that they hold very high social positions in life, and enjoy aU the 
amenities of such life in this country, they pay little tax to the Indian Govern- 
nient. The absence of an income-tax in such foreign places as, for example, 
Ceylon, where they conduct their businesses, is a great inducement for them, 
irot to bring their accumulated wealth to British India at all. Further, even 
if they should, at any time, transfer their accumulated wealth to this 
country, they practically escape paying the Indian income-tax because under 
the Act, only incomes which have arisen Avithin three years of their being 
brought into this country and not accumulated incomes of earlier years, are 
liable to be taxed. If the income-ta'>^ should be just in its operation, this 
sub-section (2) of section IV of the Act should be removed, and all incomes 
whether arising within or Avithout British India should be made liable to 

“'pay the tax. [This in a Avay covers the second half of question 46 of your 
questionnaire.] 

(c) With regard to double taxation, judged in the light of the sugges- 
tions contained in the Report of Double Taxation submitted to the Financial 
Committee of' the League of Nations by Professors Seligman, Einaudi, and 
Bruins and Sir Josiah Stamp, it appears to me that the provisions contained 
in section 49 of the Indian Income-tax Act are highly satisfactory and 
economically as Avell as financially advantageous to this country. The only 
thing needed is that the provision should be extended to all foreign countries 
Avithin tho British Empire, and not confined to the United Kingdom alone 
as at present. 
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(d) Having regard to the method of life led by the generality of 
people m this country, it is very regrettable that under the existing income- 
tax laiv there is no provision under which an assessee can claim deduction 
from his taxable income, of the interest he pays on amounts he has borrowed 
for family or other purposes. Only in the case of business people allowance 
is made for interest paid on cai>ital borrowed foz' their business purposes only. 
Most of the rich and middle class people in India, especially the land-owners, 
are not carrying on any such regular business as contemplated by the defi- 
nition of^ the terin given in the Act, but are in the habit of lending, doing 
business jointly with others, borrowing in their own individual names, paying 
interest on amounts borrowed, and so on. In such cases as well as in the case 
of business men themselves, who have borrowed for othei' than business pur- 
poses, the income-tax authorities are refusing to make allowance for interest 
paid on amounts borrowed. It appears to me that it is harsh and unjust 
to tax the incomes accruing to individuals without deducting the interest 
they pay on amounts borrowed for whatever purpose. 

(e) One other point which I wish to bring to the notice of your Com- 
mittee is that tlie existing rates of income-tax and super-tax on incomes 
of foreign companies accruing and arising in British India are too low, 
especially when we haAm regard to the fact that their shareholders are for- 
eigners AA'hose incomes are not availaule for the Indian income-tax. I would 
suggest that a distinction should be made betAveen Indian and foreign com- 
panies, and that the latter should be made to pay income-tax and super-tax 
at higher rates. 

With regard to the other taxes dealt with in the questionnaire, I believe 
I have in my book sufficiently suggested and indicated, though not elabo- 
rated, the lines on Avhich they should be reformed and regulated. By over- 
sight I did not send the annexed note on “The Administration of Customs 
and Excise Duties” Avheii I sent you the note on income-tax. I am sending 
it noAV and it may be read as a continuation at end of Chapter JB of my book. 

So far as the division of taxes betAveen the general and Provincial 
Governments is concerned, my oaa'u view is that India is in some respects a 
federal, and in some others a unitary State and that the exizerience of 
other countries Avill not be of much help in guiding policy here. I would 
suggest that Avhile the existing distribution of the taxes may well be main- 
tained, the tax laAVS should be made uniform for the whole country, and left 
entirely under the control of the Central Government, so that not only the 
burden of taxation but the methods and machinery of administration may as 
far as possible be uniform throughout the country. 

Finally Avith regard to the Avhole scheme of taxation referred to in 
Q. 26. Ihvish to bring to the notice of your Committee, that though 
the principle of ‘Faculty or Ability’ to pay may have been until noAv the 
prevailing and accepted principle of taxation, a noAv and more comprehensive 
principle founded on the theory of ‘Maximum Social Advantage’ and ‘Mini- 
mum Social Sacrifice’ is noAV coming into greater prominence, as a result of 
a wider understanding of the conditions of social Avell-being, and is sure 
soon to become the sole determining factor of taxation policies. In this con- 
nection I may invite the attention of the Committee to Professor 
A.C. Pigou’s great Avork ‘The Economics of Welfare’ (especially part IV of the 
book), and to the essay on ‘National Taxation after the War’ contributed by 
the late Professor Alfred Marshall to ‘After War Problems’ by the Earl of 
Cromer and others, edited by W. H. Dawson. 

Customs and Excise Duties, Methods and Muchinery of Administration. 

So far Ave have considered the principles that should govern the regula-« 
tidn of customs and excise duties, and made some suggestions as to policy. 
We shall noAv pass on to consider the methods and machinery of administra- 
tion best fitted for a successful Avorking of the policy. 

The first thing necessary for ensuring success in tariff administration is 
the making of a proper tariff. Articles of human consuniption being in- 
iiuiii6va.blo and V6ry variod in kind and Quality, no moro classification of tnom 
into necessaries and non-necessaries Avill be sufficient for the proper foiining 
of a satisfactory schedule of I’ates. heaving necessaries as a class by them- 
selves, to be distinguished by their chaz'acteristics of satisfying the_ absolute 
requirements of human existence, wo find that among ziou-necessaries theio 
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the importers, exporters and producers with whom they may come in contact 
And there will also be little opportunity for the fraud ea^sily possibir a?d 

Lties°k^tha? thev duties. But one great disadvantage of specific 

duties IS tnat tney fail to take into account the changes in prices of the 

® °+i (unless the 'duties themselves are revised 

peiiodically with reference to the changes in prices), so that the actual bur- 
den that they may impose on particular articles may be heavier or lighter 
than ivhat was intended to be contracted by them. Further, they requiil for 
their effiment working an elaborate and detailed classification of articles, 
and a differentiation of their various grades and qualities, so that unfair 
charging of uniform amounts on articles of different values may not occur. 

On the other hand ad valorem duties, in spite of their theoretical per- 
fectness, will lead to the fraudulent undervaluation of their goods by those 
who are affected thereby, in order that they might escape paying duty on 
the full value of such goods. _ To prevent this, an elaborate and efficient 
machinery ^ of apjiraisement will have to be provided, and for keeping the 
appraiser in knowledge of the changes in prices of the articles dealt with 
by them, an independent staff for ascertaining and publishing such changes 
in prices Vill also be necessary. Further, a system of ad valorem duties, 
though it has the advantage of automatically adjusting itself to the prices then 
and there current, tends to have an unhealthy influence on mercantile con- 
tracts, leading often to malignant forms of speculation in business. Neither 
of the two systems being thus quite satisfactory, we are led to consider a 
special combination of them, known as 'tariff valuation’. This last may be 
described in the words of the Indian Fiscal Commission as follows : ‘“The 


principle of a tariff valuation is that the Government from time to time 
determines the value of the article for purposes of assessment, and thereby 
relieves the customs officials from this part of their task. The sanctioned 
ad valorem rate is then applied to the conventional value fixed for the article. 
The tariff valuation is thus equivalent to_ a system of specific duties adjusted 
from time to time to meet fluctuations jn prices, the basis of the duty re- 
maining a uniform ad valorem rate. This system to a large extent combines 
the advantages of both specific and ad valorem duties. The collection is as 
simple as the collection of a specific duty. The importer also is able^ to 
calculate ahead approximately what dut3f he will have to pay. If the adjust- 
ments are made at frequent inteiwals, the intentions of the Legislature 
in regard to the rate of duty will not be defeated by fluctuations in price, 
and the public will know the exact rate at which the duty is being levied.” 
There is no doubt that this method of combining the principles of ad 
valorem and specific duties minimise the disadvantages of each of them taken 
singly. The only thing that we have to determine is the basis on which 
the tariff valuation has to be fixed. The Indian Fiscal Commission suggest 
tliat it may be fixed once every year, on the average of the actual prices, 
that prevailed during the preceding three years. This suggestion has much 
to commend itself and may be adopted. But it may well be doubted whether 
for bringing tariff values as far as possible in close proximity to the actual 
market prices that might prevail during the period for which they are to be 
in force, it will not be desirable to have quarterly or at least half-yearly 
revisions of such values, basing them on the average prices for the quarter or 
half-year immediately preceding. 


One further point that we have to consider in connection with the methods 
of tariff adviinistration is the prevention of smuggling. The temptation to 
smuggle arises out of a natural propensity stimulated by the love of gain 
resulting from a successful evasion of duties. Out of the three kinds pf duties 
which have been dealt with in this chapter, smuggling can be practised only 
with reference to import duties. No smuggling is popible in the case of 
exports as articles in such case must necessarily be going out of the control 
of the intending smuggler. “With regai-d to exciseable articles, secret pro- 
duction may evade the dxitj’, but an efficient excise machinery like the exist- 
ing Salt and Abkari Department can effectively obstruct and discourage any 
such operation. It is in the matter of import duties that the designs of tho 
smuggler have to bo contended against. 

Tho prevention of .smuggling is not only import.ant for a successful work- 
ing of tho tariff policy proposed in this chapter but essential _ from tho 
standpoint of developing tho virtue of the coniimmity itself. A vigilant and 
incorru])tiblo staff of customs officials, a sufficieutly penal legislation and 
tho adoption of low rates of duty on articles easily capable of being smuggled 
arc the only remedies against it. To stimulate a detective spirit and honesty 
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o! tin* Imli.m t.u!:; i* :.n:> !i In.ti.jx ;• ,{ .onl it. mt. n'l*-i <:ii.:. i on .i<icj .liily 
loiiijiroini 'll. I'o ii!!nii\ tin. •!:»:. itn n l!.** >•!:!•.• . oni .* s. t,i j’.i't **;s.t('iu!i'<l 
by in*, .ill, iii tii.ity .irt.m n'l:.' nt - ..s i.t!,* r liijiioin.itli- in .’.oti.itioii i tin* 
iiriti.'ii linini t.iri!! t** tl,.* otin-; 51.11:. <•! Imh.i i > ion .’.in,: to tin* fornittn 
initinii', o tii.it tin-io n.i •].: !n ., in .un! iinuojj,! ,t< ns I'S t.intf .niinini,- 


tr.ilioii lor siic n iniio loiintt;*. 

It v. ill 1,0 M'lJ fioiii tiio 51!. Klim,: |..ir.i/,r.i5i!. , tii.it tim .inn I'nl •.vor!,- 
in,; 111 .1 t.inii >;, '!<'iii r<,<iuiji > ..nmn : otlsi-r tiins'i tin* oMit.ino oi ,t coin. 
In-lv!ii in.uiiUKjv lor It, .niiiiin: tr-itnoi. Oi ifiiir •• tin* ult.iii.ito control .nul 
tc>5iiii! >iliilit> .1 > to tin* loo v*! jirnutiiic . of jioin .. lo i"* ll llo .1 c , i ,ll.ll| \ (■ ,t 
111 t!n*_ 1.1 ,’i >i..! Ill o. lint tin* oi ..oil.m,: ‘..iH n.r.o to In* i-ntriiit<il to 

:i .-jK I i.il liciiy *ii o » |iof t • *onii/ >1 c ci .tli !, no. >!< (!;:•*. uni o%|'i’i non o m tli<*fr.mi* 
in,' tif i.irilf sin 'in!* > .nnl tiuttin.*. tiii in in .lotioii. .‘''in li .1 nc.iiy ni.iy t.iloi 
1151011 ito-li tin* niniii* liiicition oi tin* .niiicini .! r.iloii l.i oili . iiivc ,tit;atiiiit into 
ami i!oi**i ininin.', tin* cioi.uic <«! t.itiii |>iiln \ lo’.*’ tiso I’nitcci .'^t.ito, ’I'.irilf 

C'oiniiii • >ioii, it limy Im* < oiiqn- < <1 of o’. nn’ini.*'i •, imli tin* niinilior con o'. tins; 
of iiivii of '.viilo itoinT.il at t.iiiuuont • in |iolili< >, ccconiinic i iuul I.iw, ami ilio 
otlicr Ii.ilf. of <.>;5c(Tiom < *1 .uni lit .tin,tui In *1 im inin i , of tin* ('u.toim, jiml 
lu.xc i'o 1)0(1. irinn nt. Ib iov. tlii. lio.tr<l of 'I'.irilf Comiiii , .iomo ami actiii},; 
to tlioir «lir<<tion tin-rc* imi ,t l.o 1 .t.ibli .Iicil a t’coitral t’liuoiiii .iml I'i.xci,‘>o 
I)t.*5iarliiifnt. for tin.* \ilioio of India, ’.viiii i oiivc<nicnt adiiiiiii.U rali%'o .siili- 
divi-cioiii lioiKMili it. for tin* 51015)01* of c.irryin;: on tim uoric of a',,c,A.,inoiit 
ami collection. In t!ii> (onm-i tion tin* tarilf ori'.aiii .at ion m.iy also ulmiover 
poiiildo, c.cijccialiy in i elation to cxci-i* dulic. malcu 11 o of any iiiacliiiiory 
that iiiit'ht c.xi'it for land icvciim*, im-oim*-ta\', and oilmr ta.xativi* (impo,*,e.J, 
and tluii effect coiisidcraldi* economy in tlu* ((i'll, of tlio adinini.stration. 
Also tlio f.xiitiiif^ .Slati1lic.1I Dc(iartmi;iit of tim Covi'iiimcnt of India inay 
after imces'.ary cl.iliorat ion. Im v.cll ntili-<-d lor tin* Inniim'i ot aiccrtainiiif' 
and ptildi.shiiif' tlu* iliictii.itioii , in inarkcl in iie. of t.ixalili* comoilities wiiicli, 
tts we .saw, would lie required for iletenniuinK larilf valuations. If on tlie.so 
and .similar lines tlie tarilf mailiinery in India slionid lie reorttani.sod and 
supiiieinentcd there can he little donlit tliat it will conduce itroatly lo efiicionci’ 
ar,d economy in tiie woricinj' of the .system as a wliole. 


A'otc oil (he iin'thoil uiul tiuicliiiiern of (lasr.isinenf oikI roUcclion of Iiicoinc-tax. 

One great didicnlty In connection with income-taxation i.s that tlio a.sse.ss- 
mont deiiend.s in most cases entirely on tlie_ returns made hy tlio a.s.scssec.s thoiu- 
.selves. Taxation licing ossontiallj' a .saerilico from tho .standpoint of tho in- 
dividual, it i.s to tlie .solf-intorc.sb of every 0110 who i.s lialilo to iniy a tax to 
try to escape from it a.s liest ho can. Thi.s i.s particnhirly true of tho income- 
tax. Gonerally speaking, tho inconio of a person lioing liis private personal 
acquisition, neither the amount of it nor tho Qxqct source from M'hicli it ig 
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thus a fundamental difficulty 
ccount of the ” 
sources of income of individuals. 

But Governments are not thrown into helplessness or despair on thi<! on 
count.. In actual practice both in India and eheXre tliL 
working methods which though not perfect or exact in themselves are fairlv 
capable of satisfactory results. They are (1) the method of stoppage or de^ 
diietion at source, (2) the method of direct assessment on return of nicome and 
(,d; tlie method of presumptive assessment. 

The first method is considered to be easy of application and so far as it 
goes, certain of its result. What it does is that it makes it incumbent on 
pain of their own liability on all those who are responsible for paying any 
income by way of salary or other remuneration to others or by way of interest 
on securities to dedimt the income-tax due from such incomes and remit it 
to the Government Treasury. They are also paid a small commission for 
their trouble of assessing and collecting the tax. This is undoubtedly a very 
good method of assessment. But unfortunately it is incapable of wide ap- 
plication. At best it can apply only to two heads of income, namely, ‘salaries’ 
and interest on securities’ where the incomes are paid to the assessees by 
third _ persons who being paymasters can effectively control the sources of 
such incomes. In other cases such as professional and business earnings -and 
incomes derived from property, none except the assessees themselves have 
any control either over the source or the amount of their incomes. Hence 
it is impossible to apply the method of stoppage at source to such incomes. 
Again, besides being restricted in its scope and application, the method has 
also an inherent defect about it. As it is, it can affect only those amounts 
of a person’s income which he derives either under the head of, salary or 
interest on securities. His cumulative incomes .from all sources cannot be 
reached by it. Two difficulties arise from the situation. In the first place 
the rate of tax at which the deduction is made at source is fixed in a case 
of salaries, on the estimated income of the assessee under that head alone; 
and in the case of ‘interest on securities’ at the maximum rate. In the 
former case, unless the method of deduction at source is supplemented by 
a*general direct or presumptive assessment of the whole income of an assessee, 
the assessee may escape from income-taxation at the particular rate or rates 
at which his total income should be assessed. For example, if a person gets 
Rs. 100 per mensem as a schoolmaster, and Rs.'-1,000 a year by way of 
interest from property investments, he will escape from the income-tax at 
each source as the amount in each is less than Rs. 2,000, unless he_ is com- 
pelled to make a return of his total income or a presumptive estimate is 
made of such income. If either of these two courses is necessary to determine 
his total taxable income, then the method of stoppage at source with reference 
to a particular portion of his income becomes unnecessary and useless. Simi- 
larly in the case of ‘interest on securities’ the deduction at source would 
appear to be equally unnecessary. In this case, the maximum rate has to be 
charged and deducted whatever may be the amount^ of income; and if the 
assessee by whom it is paid later on proves^ that his total income from all 
sources is chargeable at a less than the maximum rate or not chargeable at 
all he is made entitled to a refund of the sum excessively collected from his 
income For this purpose his total income will have to be determined and 
IhP whole course of- procedure prescribed for direct assessment on return of 
Scome by X LessL himself Nvill have to be gone into. Thus there will 
be dupli^tion of administrative business, with no corresponding advantages 
Tn thbsSSid place, the method of deduction at source unless supplemented 
fv one or ithei of the other methods may fail of its effect, if the assessee 
dm-ives income from various sources, some of which are salaries oi intore 

rXui-R es and -e iXSessf gTS^ 

w — ^ r rfcoMo 

will completely ggg’of income-tax. Thus the method of stoppage at 

soSle'T“y Rself ineffective unless supplemented by one or other of the 

dhect assessment »n ao BoS 
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fciie opinion of tlie Income-tax Officer is liable to income-tax is asked to make 
a retui'n of his income from all sources, and on being satisfied with such 
return, the Income-tax Officer assesses the total income of such person,- If 
any one so asked fails to make the return, or having made the return, fails 
to satisfy the Officer as to the correctness of it, the Officer proceeds to make 
the assessment to the best of his judgment. When the assessment is based 
on the return of inconie made by the assessee, it is termed here ‘direct assess- 
ment’ ; if it is made on the Income-tax Officer’s own estimate of the assessee’s 
income, owing to the latter’s faikn-e to malce a return, or having made it, 
to give satisfaction as to its correctness, the assessment is termed ‘presumptive 
assessment.’ Both these methods are employed in income-tax administration 
in British India. But it is clear that from the point of view of the assessees, 
the presumptive method is the more dangerous of the two, inasmuch as it 
proceeds on mere inferences and secret inquiries behind the back of the asses- 
sees themselves. With his natural desire to penalise the defaulting assessee, 
and in his anxiety to err more on the side of an excessive estimate the Income- 
tax Officer cannot be expected to arrive at anything but an unfavourable 
estimate so far as the assessee is concerned. He proceeds on information 
obtained from local enquiries, a’id observations made on the standard of life, 
social connections and other external circumstances of the assessee and his 
family. Of course the assessee has no right to complain of any injustice that 
might arise in this connection. For its jn-evention lies in his own hands. 
If he would make a return of his income there is no need for resorting to 
any presumptive method, except if, to test the truth of such return in cases 
in which, on account of non-production of account books when required or 
for other sufficient cause, the Income-tax Officer has reason to suspect the 
correctness of the return made. Thus from the point of view of the a.ssessee 
it is to his advantage that a direct assessment is made on the basis of a return 
of his actual income. From the point of view of the State it is to its advantage 
also that assessments are made on the actual incomes of individuals. Tho pre- 
sumptive method though highly valuable in estimating small, moderate and 
ordinarily rich incomes, often proves inadequate in dealing with the highly 
rich. For wheir incomes exceed a certain limit, they seldom have any effect 
on the stairdard of life or apparatus of comfort, and it becomes almost im- 
possible in such cases to make any presumptive estimate of a person’s income 
or wealth, having regard merely -to his external circxinrstances. Local en- 
quiries help little, as it is very difficult to gauge the extent of a person’s 
income, especially when it is very high and due to professional or Wsiness 
earnings. In these cases unless the assessees themselves are compelled to 
make a retuim of their incomes, the Income-tax Officer -will simply have to 
experiment and make presumptive estimates of their incomes increasing such 
estimates year after year, until the assessees are forced by self-interest to 
make a disclosure of their actual incomes and show that the estinrates are 
excessive. This process of experimentation may be financially disadvantageous 
to the State, if it should extend through a number of years before the actual 
incomes of assessees are ip be ascertained. Thus in the iirterest of the State 
as well as of the individual, the direct method of assessment for ascertaining 
actual income is safe and desirable. The onlj^ defect in the method is that 
the return of income has to bo made by the assessee himself who is naturally 
interested in evading the tax as far as possible. But this defect can he 
minimised by a legal insistence on all assessees maintaining account books 
regularly in the usual course and in proper order. In that case there will 
be a fair certainty about the coui'se of conduct of the assessees, and the 
nature, source and amount of their incomes. It maj" be confidently hoped that 
accounts kept in the rrsual course of the ordinary business of life are more 
likely to be correct than not, unless it be that any assessees would keep a 
plurality of accounts in order to deceive the income-tax authorities with one 
and maintain business transactions with another. This latter propensity 
can however be effectively prevented by putting the income-tax seal annually 
on the account books of all those who maintain accouuls and declaring by an 
Act of the Legislature that in the case of assessees to income-tax no other 
boolvs of accounts should be received in evidence in civil courts. A statutory 
compulsion to maintain accounts and make an annual return of one’s income, 
and produce one’s account books for inspection by the income-tax authorities 
when required once a year, or any other like provision conducive to the ascer- 
tainment of individual^ incomes will contribute .siib.sliinlial!y to tho success 
of income-tax administration in any country. 

Under the existing income-tax what obtains is that except in tho case of 
conqianics which are compelled to furnish a return of incomes every year, 
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every other person, tt-hose total income is iu the opinion of the 
Officei of such an amount as to render him liable to incoine-tav is c ilJ >» ) • 
means of a notice to make a return of his income fhriSw 
previous year. The Income-tax OfBcer has also a discL To, to rcquhe e 
pioduction of accounts documents and other evidence. Refusal on the part 
fl -f- comply antli any of these thinss is made nuahhublo bv^ the 

penalties. If all the necessary materials are furnished 
the assessment is made on the basis of such materials. In the absonco of 'iiiv 
or all of them, the Income-tax Officer makes the assessment to the be.,fc o'f 
Ills judgment. It n'lll bo seen from this that in this country there is no 
c rapulsory system reciuiring the niaintenancc ayd production of accounts bv 
all persons who are liable to pay income-tax. Even a return of one’s iiKomo 
IS made necessary only when notice requiring it is .served on him. Whether 
any person gets an amount of income sufficient to render him liable to incotue- 
tax or not, is left to the opinion of a single Income-tax Officer whoso pro- 
suniptivG GStiniixtGS niiiy not bo sctircbiii^, Tboro is uo srifogiiurii uc^uiiist 
the maintenance of a plurality of accounts by assessees, and tlio”peiialtio.s im- 
posed for concealment of inconio and failure to make returns or produce docu- 
ments are too gentle to bo effective. If income-tax administration in India 
should ho efficient, and assessments just and proper, a reform of the e.xistiiig 
moans and methods of assessment is imperative. In the fir>t place the 
existing machinery for dotormining who arc and wlio are not chargeaide to 
income-tax is inadequate for the task. The Income-tax Officer’s opinion 
wliother any person’s income amounts to so much as to render him liable to 
income-tax or not, is conclusive on tlie point. There is no coiinioteut per.sou 
or body of persons familiar with local conditimis and cquipiiod with local 
knowledge to supervise, check and correct his opinion wlieiievcr it is defective. 
Ho is fiu-tlier a changing official, and more often than not unfamiliar witli the 
locality over which bo for the lime exercises jurisdiction. So wliat is waiitcil 
i.s a more compolent niacliincr.v of asscsaincnt to deal with local conditions. 
The best way of achieving this is to appoint a Local Hoard of Income-tax 

• 1 . -.lI ! I. 


and indepondontly enquiring into Iho work of the as.'.e.-sors’. An improve- 
iiiont of tlio mach'iuery of assessment iu tlii.s or similar manner, will nmdnce 
to greater tliorougiiucss in tlio work of a.c,se.<.smc‘nc. Secondly, in the c.u-0 
of all persons getting income.-, chargeable to income-tax, imuntenamo of .»u- 
count.s .showing their stock of wealth and acqui..itfoa of incuinu iliould bo 
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We may next consider the constitution of the machinery that exists for 
assessment and collection of income-tax. Before the passing of the new Act 
of 1922 there was no separate organisation for income-tax administration. 
The Board of Bevenne in each province was the chief controlling authority 
and the land revenue organisation in each district was generally utilized for 
pru’poses of income-tax also. There was no need for a separate income-tax 
machinery as until very recently the tax itself was unimportant and con- 
tributed but any insignificant proportion of the public revenue. Tt was only 
the vast growth of public expenditure, due mainly to the stress of the re- 
cent Great War that increased the tax burden of the country in all directions 
and necessitated an enhancement in the rates of income-tax making it a 
prominent source of i-evenue to the State. It is now one of the main con- 
tributories to the revenue of the Central Government, and has the chance 
of becoming more prominent still if the tax is to be reformed and regulated 
on the lines suggested in this chapter. 

The new Act, with a view to organise a separate self-contained Income- 
tax Department for the whole of British India under the direct control of the 
Central Government, has provided for the following classes of Income-tax 
authorities: (1) At the head there is a Board of Inland Revenue consisting 
of one or more persons appointed by the Governor-General in Council and 
forming the central controlling authority, with full powers to make rules and 
direct the administration for the proper working of the Act. (2) There 
is a Commissioner of Income-tax for each province appointed by the Gover- 
nor General in Council and taking the place occupied by the Chief Commis- 
sioner of Income-tax for the Province under the old Act, but not being, as 
the latter was a member also of the Provincial Board of Revenue. The Commis- 
sioner is the head of the Income-tax Department for the province and ulti- 
mately responsible for the assessment and collection of the tax therein. He 
supervises the general administration of the Department, makes reference 
to the High Court whenever any question of law arises, exercises powers of 
review in all cases, and appellate powers in special cases, (3) 
Subordinate to the Commissioner and appointed by him are Assist- 
ant Commissioners for each district or group of districts, exercising appellate 
powers and directing and supeiwising the working of the Act within their 
jurisdiction. (4) The direct work of assessment and collection is done by 
officials called the Income-tax Officers, one or more being appointed for eat)h 
district or group of districts, and assisted by a staff of Inspectors, account- 
ants and clerks. They decide who are and who are not liable to be assessed 
tq income-tax, determine the amount of tax payable by each, penalise eva- 
sion and fraud on the part of assessees and generally carry out all those 
provisions of the Act necessary for a just and successful working of it. 


Such in brief is the constitution of the machinery under the new Act. 
According to the Act a separate Income-tax Department has come into exis- 
tence with the Board of Inland Revenue at its head for the whole of India, 
and a Commissioner of Income-tax for each province. It will be noticed that 
the creation of a separate organisation consisting of officials wholly devoted 
to incorpe-tax work is a great improvement in itself, capable of adding con- 
siderably to the efficiency of the administration. But everything that could 
have been done in connection with the improvement of the machinery has 
not been done. This is especially regrettable when we see that the financiers 
of British India have had the benefit of English experience and example 
before them. Considered in the light of the English system as well as on a 
a priori grounds the need for reform in this connection may be said to lie 
in three directions. First, the constitution of the machinery has to be so ad- 
justed that neither in the exercise of its powers nor the discharge of its duties 
it creates any discontent and unpopularity. Secondly, it must be of such a 
nature as to achieve the most reliable results in the work of assessment. 
Thirdly, the functionaries of assessment should not act also as judges in their 
own cause either in the original stages of assessment or in appeals therefrom. 
The first object can be achieved by introducing a popular element in those 
parts of the machinery which are likely to touch the sentiment and confidence 
of the tax-payers. Tax-payers are likely to be affected by the ways in which 
their incomes are ascertained and assessed, the manner in which the returns 
made and accounts produced by them are dealt with and scrutinized, and the 
scope afforded for representing their grievances and_ correcting errors in 
assessment. To achieve the second object, i.e., the obtaining of reliable results 



s^meuts are to be .aacle, haviS SsaTd fn “f 

ponence integrity, tliorough knowledge of the ^Sous^kTuds ®*>'' 

the locality, and special ability to understand the peculiar umitjml 
circuinsbauces in particular cases. With reo-ard to the thh^^ nnh!^■ 
that judicial functions ought to be exercised*^by an iudependei^ bodv^l^t^h^’ 
to be noted that this is moi-e of theoretical tSn prSaTiTooitoa™ 
the end of justice it is only necessary that those who make tiie assessment^ 

Tf ^ a^lo'ved to dispose of complaints against their own 
action but that such complaints should be heard by a separate body Appel- 
late powers on questions of fact may be exercised by the Assistant Commis- 

to'the Hi-rcmmt“n^^® Act questions of law being allowed to be referred 
,9’-. <lesirably to the principal law court of the 

distiict. The only thing to be safeguarded against is that the power to 
assess and the power to scrutinise must remain separate. The fact that 
provision is made for a reference to the High Court in cases of disputed 
points or construction of law is not enough. Disputed points or construction 
of law are rare occurrences, and they are not the real difficulties in the 
admiiiisti ation . Facts leading to the ascertainment of the exact amounts 
of taxable income and equities arising therefrom are the only points that 
cause difficulty in most cases. And it is here that the judicial function of 
ascertaining the correctness of assessments requires to be exercised by an in- 
dependent body, free from the influence of considerations governing 
assessments. 

Now in the light of foregoing suggestions a reform of the income-tax 
machinery in British India may be achieved in the following manner: — ^The 
Board of Inland Revenue and the office of Commissioner of Income-tax in 
each province may continue as under the existing Act, and there is no need 
for any change either in their constitution or powers. The office of Assistant 
Commissioner may also remain as it is though its number will have to be 
increased so as to cope sufficiently with the increased administrative require- 
ments that may lie necessitated by the carrying out of the reforms suggested 
in this chapter. The real changes that have to be effected concern the lower 
ranks of the machinery. The work of assessment as we saw has to be guided 
by two considerations, namely, that it should be least offending to popular 
feeling, and at the same time efficient and thorough. If assessing officers 
are elected or otherwise chosen from the people, they seldom prove efficient, 
as they are often carried away by an excessive zeal for popularity and act 
in perpetual fear of popular criticism. In a country like ours where public 
spiriteduess and a sense of civic duty have not fully developed, it may not be 
in the interests 'of good government, to entrust to a popular body the some- 
what harsh work of making assessments to income-tax. On the other hand, if 
assessing officers are to be appointed by Government, they are likely unless 
a check is imposed on their actions by some form of popular machinery, to 
become too conscious of their powers, autocratic in behaviour and irrespon- 
sible in action, absolutely fearless of popular criticism. It is idle to say 
that they will ’be under the control of superior officers such as the Assistant 
Commissioner and Commissioner, Avho are empowered to interfere with their 
actions by exercise of appellate jurisdiction. The superior officers are more 
autocratic and irresponsible and, Avhat is Avorse, less capable oAving to the 
aloofness of their position of understanding the surrounding circumstances 
in, cases of disputed assessments. Under these circumsances the best course 
will be to contrive such a machinery as aauH be both efficient and agreeable to 
the people. Efficiency can be achioAmd by the appointment of a set of officials 
called assessors for each assessment division of a district, their duty being 
to make assessments and take all those steps necessary and prescribed for 
that purpose. To ensure thoroughness and prevent escapes from assessment, 
another set of officials called supervisors may be appointed, one or more for 
each district, Avhose duties Avill be to enquire and report of, and recommend 
for assessment all those cases Avhich have escaped assessments or have been 
inadequately assessed, and to supervise generally the work of the assessor-s. 
Independent; of these assessors and supervisors tliere_ should be appointed 
for each assessor’s division a Board of Reforeiice consisting of five or more 
persons selected by the Commissioner or the Board of Inland . 

the residents of the locality, represeiRative as far as possible of the di^^J 
classes of assessees in the division. The dm-atioii of office of the membeis of 
the Board may extend to tAVo or three years, members ^eing e i^b e for re- 
pomination. The work of the Board should be honorary but memboi-s may 
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1)0 pivou aiv hoivoravium for oacU .'lining. A tall tiiuo Sociotary and a .sLalf 
of clorlw arc to Iio attaohod.to liie Hoard for carrying on llio roulino. Tho 
l)Ubinoj)s of the Hoard will bo to hoar obji’clion.'i again.st, a.‘'.'ic.^.sincnt4i inado 
by tho as.i04ii>or.s and M,'rnt.iniiio tho t^aino. Hut they aro not to have any power 
to cancol, modify, or alter u'-.e.-iuent'. but only to .'.ubinit their reeoinmenda- 
lion.s to the A.'^'ii'.lant Coinmi'-'.ioner of Income-tax who may jja.'i.i orders 
thereon. The Ahsistant Conuni-'''ioner may accept their recummendationa or 
remand any case to tho Hoard for reconsideration or call for a fmding and 
piuss final order.s. 'i'bero is to lie no ap[>eal from .siicli linal orders but a re- 
view may lie to the Commissioner of tho province. Whenever any ipve.stion 
of law .shall arise, the .same may on the apidie.iiion of the a'-.se.s,.ee bo referred 
by the As,sislant Commissioner to the opinion of the Di.strict or Subordinato 
Judge within whose jurisdiction the assessment ha.s been made; and from tho 
opinion of .such judge an appeal may lie to the llii’.h Court. 

It will be seen from the aliove that the Hoard of Ucferciue which may bo 
expcclod to possess a knowlcdg.e oi the comliiion,. of bnsinc.ss, method of 
acconnt-koepinu and other ciri niast.ini e> oi tin* a* e'.ic-., i> imi ipvmi any 
absolnie powers Imt made only to rccomuH'inl its vic.v.s (o the Assistant Com- 
missioner. Tho reason for (his is that any jtre.uer pouen. g.iten to it will 
be lialile to abu-i'. When its function i. nn'iely rccoinmcinlaiory, ita ac- 
(luainiaiice with loc.il conditions will be u ••ml while sti liability to corrupt 
inlluem.e.s c.innot easily impair ellich'ncy. The large powers jnA'en to the 
Assiistant Commissioner are at ome nci'c--ary and de^iraiite. 'fhe work of 
the a.sse.ssor.s supplemented by that of the sU]>ervisor will enstire tboroughno.s.‘} 
and accuracy in assessments. 'I’he fact that there is no inih'pendciit judicial 
body to decide iincstion.s relating to a- e stneiits i. not of any consequence. 
For the Hoard of Hefcrence in whom the jmwer to scrutinise vest.s i.s itself 
an agreeable judicial In dy who.e opinion, though only rci-omnumdatory. has 
the greatest weight with the A -dst.iut Commis .iouer. On the whole, tiiere- 
foro, it may he submitted tli.it the impnivi-ment ■. in m.iebinery that aro 
suggested boro are conducive to good a<lininisira(ion :iml .bonhl be tidopted. 


Mr. Ramaiya gave oral evidence as follows 

The PrcRulent, f). — Mr. Uamaiya. yon aie a Vakil at Madura and 
Fellow of the Royal Fconnmic Society;" 

A.— Yes, Sir. 

Q. — You aro also the aiitbor of “A National Sy.stem of Taxation”? 

A.— Yes, Sir. 

Q. — In which you describe the study of the theory of taxation in rela- 
tion to national welfare with some a|)))lication, to Hritisb India, and tiio 
aim of the iiook is merolv to sngge-i am! indicate the line.-, on which the 
taxation policy of u modern uatioiud Slalo refiuire.s to ho guided and 
governed. 

A.— Yes. 

Q. — You cbiolly deal with the ciuestion.s connected with cn.stom.s, income- 
tax .and death duties? 

A. — ^Yes, also uuoarned iucvemeul aud I'.vxation of commodities in 
general. 

Q. — You do not object to land revenue at all? 

A. — do not. And I do not think the Stalo should tax uuoarned profits 
of land where there is no iiationalisivtion of land. 1 am for tho nationali.sntioM 
of land, and whoro it is not carried out tlio land revenuo should bo revised 
periodically once in 20 or 30 years so that the unearned hicromonts or iirofits 
of land may bo absorbed in it. 

Q. — One thing that you suggest, I notice, is that insuranco should he 
made a State monopoly. 

A.~Yes. 

Q. — ^Y7hat is tho reason for that suggestion? 

A. — The reason for that is the insurance companies aro not giving any 
utility to the community. They aro simply making profits by calculating, 
averages of the duration of life and death of people, and the profits that 
they get are not earned by them. It is simply an advantage which +' ey 
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is, if insm-ine^is it^ut^a 5'ea“t Mu^ 

f s^iss 'sr >s " s ^ f 

.Government itself as representing the ''J' 

Q.— Wiiat is yo^ir experience of efforts in that direction in othpr 
coiintries? Have you studied them? uuecuon m otlier 

not, blit I find that the Labour Govei'iiinent is aiming at it. 

JDk Mycler. Q. — You thinlv that insurance is a sort of more or less rou- 
tme businep^ and requires no initiative and special skill. They are all the 
land of thing irhich bureaucrats are quite capable of keeping up. 

does not require anj' special skill and in those cases vhere 
publicity is positively an advantage Government may conveuienth" come in. 
Banking and insurance are two concerns -where publicity has positive ad- 
vantage and I suggest they should be taken up by Government 


Q—Tlie other reason is this. It is inncli better to work with a hundred 
rupees in one place rather than with the same sum in ten different places. 
If you have fii^e companies and they have a reserve of two lakhs 
of rupees, then, instead of five companies, if there is only one company, it 
would be more economical. 

A. — Not onlj' economical hut more efficient. 


Q. — ^Noi only that, but one company with two laldis of rupees would 
be more effective! j' discharging its function, than if these two lakhs of 
rupees were put in five different companies. The principle that lies at the 
back of the work of the reserve of the Bank of England and other banks is 
the amalgamation of banks. The tendency is now that with smaller reserves 
you can get miicli more work. Similarly, with regard to insurance com- 
panies you would think that one concern even with smaller reserves can 
withstand much bigger risks? 

A. — It may bo so. 

The President. Q. — How would you deal with the existing companies? 

A.~Tliev should be bought out by payment of capital. They may bo 
taken over 'by the Government and the shareholders may be paid tim 
amounts that 'they have subscribed. 


Q, — At par or market value? 

A. — ^Yes, at par. 

Q,__What will you do with the shareholders who havo paid premiums 
for their shares? 

A.— They must take the risk because they always bargain for the amount 
of subscribed capital. 

Sir Percy Thompson. Q.— They do not bargain for anything. lf;tl>.o 
business is unsuccessful, the shares are not worth anythuig, but it it Js 
successful, they are worth a lot. , 

A —I do recognize the difficulties. It is just like the difficulties m laud 
natimialisijtion. They may be paid the present market value in such 
special cases. 

Hr Paraniim. Q-— Bo you know any country where bunking 1ms been 
nationalised, I mean, the monopoly of it? 

— I do not know that. 

P) Why, you have the post office Svuvings bank. 

A —It is a portion of the banking busiue:,3 done in the country; to tnat 
3 xtent tlio GoveVnmont is doing banking business. 

0_AVhat then will you get from the monopoly of banking. 

A.-Pe.ple aho get n^'enj^ving iSlUo 
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Q. Hut tlicio arc many riMis. 

A. — "With regard to banking, Ihoro arc not many ri.iks, as I find from 
the history of the banks. If tlicy arc properly inaiiagod, I tliink they will 
pay good iiKoinc. 

i'ir i'erri/ 'I'liom psun. Q. — l.s this not your dihirnlty about Govorninont 
having a hand in the atfair';' Supposing I want 10 lakli.s of rupee.s and go 
to the bank; I am refused, lint yon gi> to the Iiank and tliey say that 
they will give yon tiu' money. I.s it povsiUle for the Government to do lliati' 
There would bo iiuostion.s in tlie House of Goinmons every day as to why A 
wa.s not given a loan and H was given it? 

A. — Government as the ultimate owner m.ry take over the bauk.s; and as 
Professor Pigou .sugge.sts. .so far as the business of hanking, is concerned it 
may he entrusted to a committee oi experts just like the Hadway (’ommittee, 

Q.^ — Even so. bow can Government avoid iesi>ondi)ility lor the manner 
in wbieb banking oper.itioiis aie <ondmt»-d. Will tbeie not be eritieism 
if A Wiis given the lo.m .ind H was not. Will it not be said that Govern- 
ment lias helped .V aiul li.is not lielped Uf 

— Tlie s.inie eoinpl.iinls tli.it exist witii ug^id to the Imperial Hank 
now will also exist with ug.ud to the {•«o ei niiu'iu b.mk.. Tiu' a.uiu* rule 
which is adopted for the Imperial Hank m.iy l)e adojited for these banks. 

Q. — Xo. There i^ n<i appr.ii'eiueiil of tiie neilil of A, H, (’ and 1). 
If they com])ly with the enmiitions they get tiieir loan. 

A. The e<nnmittee will be lespoiisiblo. 

Q. — Do you think Government eaii ever divert tlieinselve.t of re.spoii- 
aibility if they l.ike over liie b.inks? 

A. — I think so. 

l)r. Q. — I e.iu ipiiie nndent.uid Government taking over 

the Imperial Hunk. Would you thereby forbitl any .oocfor from lending 
money? 

A. — Xo, wo cannot do that, but wo can effectively provont oilier b.nnking 
busine.ss being done by priv.ite mdivnluals. m the same way as iliev aie 
prevented from doing postal business. 

Q. — ^TIicu tliero is uo monopoly with regard to monoy-loudiug.^ 

A. — Hut I think lliosi* small inoney-lender.s will not eoinjiele with llio 
Government, la fact, one objeei ot my proposing a Stale bank in place of 
tho Imperial Hank is this. Government has ii.selt a very large amount 
of banking hubiness to bo done .so far a-s its Cnrroney Department i.s con- 
cerned. There may be economy in that. Its ovwi biisine.s.s with regard to 
currency, exeliaiige, etc., iciiiiires banking and Govenuiieiit may, with 
advantage, discharge tho functions of the bank for its own purposes. 

Sir Percy 'I'liotn punn. Q.— |-Hut there may lie enterprising baukeih in 
the market who will compete with the Giivernment and they may lie able to 
build up tlieir busiiios-s and appraise jieople’.s <redit and act as real bankers. 
Would they not oust Government? Government ivill get only the iiail 
business. 

A. — J don’t think so. Government itself 1ms got a lot of banking to 
do. If the Government runs its own Currency Dopartment, there wilt bo 
.some economy effected in the administration also. Govorninont, I understand 
does not get much profit from tliis, 

Dr. Ilyiler. Q. — With regard to diflicultios iiieiitioiied by Sir Percy 
Thompson, don’t you tUiuk that they uro more apparent than real? Witu 
regard to tho first difficulty, A goes to the Government hank for a loan, 
and tho manager won’t give one, but H goes and gets tho loan. The posi- 
tion is this. 'I'he inanagor takes some view into his head with regard to tho 
trustworthiness of tho inan and says that man is not worth a loan and the 
other man is. In this respect the manager of tho STato bank is 
precisely in the same position as the private manager. With regard to the 
second point, that Government would got all bad business and the other 
people would get the prosperous side of it, tho real position is tin’s. With 
backing operations, there is not much scope for any special skill and it is 
all a lieaten track. So there would not be any danger of seriou.s inr 
efficiency so far as tbc State is concerned. So this difficulty also i.s not very 
TlI-25 
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P“P'= in the line, 


A. — I should tliink so. 



be called to account by the repreiS^lps of +L nf f iie can 

case in England where the BST^Manf " 

accountants: they advertised, asking for applicatioT 4m charS 
accountants oi persons belonging to the Incorporated Society of Chartered 
Accountants. There was a tremendous howl, because these t4 classes were 
specified. There is no distinction betiveen the two cases. 

A. —According to iny proposal, Government do not directly act. Thev 
only act through a committee of experts and that committee is the sole 
authority so far as banking is concerned. 


A-i O—You have such a committee in the case of the State 

Aid to Industries Act in Madras. 

A. — I am not aware of it. 


Q. The State Aid to Industries Act is only two years old and the first 
loan recently issued under it was for Rs. 10,000. 

_ You propose a new tax on brothels and gambling houses; do von 
seriously advocate that? 

A. — I do; they are only part of a larger policy of aiming at “good 
government.’' I advocate a tax on all services which are harmful to society. 

Sir Percy Thompson. Q. — You take exception to the provision in 
section 9 of the Income-tax Act which limits the annual value of house 
property in the occupation of the owner to 10 per cent of the total income 
of such owner. That provision was inserted to afford a certain measure 
of relief to decayed families living in houses too big for their means: but 
apart from that, you apply this to the case of the Nattukottai Clietti 
community. If there is not a large assessable income, how can these Nattu- 
kottai Clietties keep up these enormously big houses? 

A.— These Ohetties have large businesses in foreign parts; they don’t 
bring these incomes into the country; they only get about Rs, 1,000 or 
Rs. 2,000 required for the maintenance of their household. 


Q. — If they live in large palatial houses, they must bring a large 
income in order to mamtain them. 


— Not necessary, they accumulate their income, s elsewhere. House-room 
is only an indication of their social position and not of their scale of ex- 
penditure. 

Q. — But at any rate they must bring a substantial income to India in 
order to keep up large establishments. 

They are very frugal and economical. They do not need much money 

for expenditure, and we cannot judge of them according to European stand- 
ards. In this connection, I wish to point out that the incomes of residential 
houses of zamindars and other landowners _ are exempt from income-tax. 

If a zamindar occupies a high status in life, he would have a palatial 
building and this building would not be liable to _ fncome-tax because he 
does not have any income other than agricultural income. 

Hr Paranipye. Q.— If a man has all his income from agriculture and ■ 
a big house, wouldn’t he he liable to income-tax on the house property 


itself? , .cl 

'Thp President — Actually this proposal is only part of a larger 

proposal that you should have a tax on Sd^a dSS 

Ld use of motor cars, furniture, jewels, etc., that do not yield a direct 

A.— These may under certain circumstances yield a measurable money 
from the possession of those jewels? 
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A. — Yes, I do not find any difference between bouse property in tbe 
enjoyment of the owner and jewels in the enjoyment of the owner. 

Sir Percy Thompson. Q.— Surely tlie main reason why you charge the 
owner of a house is to put him in the same position as the man who rents a 
house. 

A. — ^In the same way, furniture, motor cars, etc,, may be hired. There 
may be some practical difficulty, but that is left to the taxing authoidties. 
So far as the principle is concerned, I find no difference between the hiring 
of motor cars and jewels and the hiring of a house. What I submit is that 
this undesirable investment in jewels .to a large extent may be avoided if we 
fix a limit and say that more than Rs. 5,000 worth of jewels would be taxed. 

The President. Q. — ^Practically, doesn’t your proposal come to this : that 
you impose a property tax on the American model? 

A. — I do not exactly advocate a property tax. 

Q. — Doesn’t an income-tax bn an imagined income from property come 
to the same thing as a direct property tax? 

A. — ^It is not merely an imagined income. In some cases it is capable 
of a money measure. If it is not capable of a money measure and if you have 
to estimate how mucli a man is expected to derive from the using of a parti- 
cular property, it would be a difficult thing, but here it may be measured 
by the amount of money paid for renting it or hiring it. 

Dr. Paranjpye. Q. — Supposing a man purchases a valuable pendant cost- 
ing £10,000, he derives satisfaction fi-om the pendant. 

A. — ^The income is not capable of a money measure. 

Sir Percy Thompson. Q. — ^Why? • 

A. — It is purely psychic; we cannot value the income. The amount that 
you pay represents the value of the property. 

Q.— Suppose you don’t buy books from shops, but hire them from the 
library? 

A. — ^The amount you pay is insignificant. 

Dr. Eyder, — The answer to this is that books and clothes are not 
generally hired. 

Sir Percy Thompison. Q. — Jewels and motor cars are not usually hired 
either. 

A. — They are often hired, and I have known of instances where even 
costly clothing is hired. These latter are, however, so insignificant that it 
is not worth troubling about. 

Q. — ^Your next point is that you take exception to the provision that 
profits earaied abroad should only be charged to income-tax if, and so far as, 
they are remitted to India. 

A.— Yes. 

Q. — ^That is a provision which, I think, is connnon to most Income-tax 
•Acts. Have you realized the significance of this? Let us suppose that you 
charge all income earned abroad b 3 '’ residents in India, whether or not it is 
remitted to India. If the Indian legislature did that, I take it that it 
would be equally open to the foreign legislatures to pass a similar provision, 
i.e., the French legislature might provide that all profits earned by those 
French residents in India should bo charged to French income-tax whether 
or not they are remitted to France. 

A. — In that case I would even suggest half and half. 

Q. — ^Here am I in India making profits in Timbuctoo, but I don’t remit 
them to India. At the present moment I am exempt from income-tax in respect 
of those profits. Now, if you make a provision that I am chargeable to 
income-tax on those profits, whether I remit them or not, surely it is open 
to France to charge income-tax on French subjects on the profits they make 
in Timbuctoo. 

A. — ^Yes, it is barely possible. 
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aff higSf rit?'®" “““““ So?W 

A.— Yes, at a higher rate than that applicable to Indian concerns. 

Q. ^When you have done that and when foreign countries have done the 

Xof “ Siir T ^ 

A.— That is why I suggested division by half and half. 

, would charge N attukottai Ohetties only half rates on their 

incomes in this country? 

A. ^No rate is charged at all on their foreign incomes: they entirely 
escape taxation. ^ ^ 


Q.— What about the incomes remitted to India? 

A. — They are taxed. 

Q.— Are you going to charge only half rates for them? 

A. Half rates on the entire income that accrues to them; on that part 
which is brought to India full rates will be charged. This ought to be so 
especially where in the foreign countries there is no income-tax. 

Q" I think there are very few foreign countries where there is no 
income tax. 


A. — In Ceylon, for instance, there has been no income-tax. 

Q; — If you are going to charge all incomes earned abroad belonging 
to residents in India and also to charge all profits earned in India ivlieu they 
belong to residents living out of India, you would have the most perfect 
system of double income-tax imaginable. 

A. — I don’t understand that. 


Q— I live in India: I earn my profits in France and you charge me 
Indian income-tax on these piufits. Similarly, France charges income-tax on 
those profits, because they are earned in France, I pay twice. 

A. — That is why I suggested, as the Report of the Financial Committee 
of the League of Nations shows, that the place of residence and tho place 
where the income accrues should charge half and half. 


Q. — Instead of doing what you suggest in paragraph (e), viz., charge a 
higher rate on foreign concerns making profits in this country, you would 
only charge half rate? 

A. — Yes. After considering over this niatter with regard to double 
taxation, my view is that the existing section 49 may be extended to ail 
foreign countries. 

Q, — ^Are you aware of the fact that under section 49 practically _ tho 
whole cost of the relief from double income-tax is borne by the British 
Exchequer? 

A. — That is because our income-tax rate is very low. 


Q.__Let us suppose the rate of income-tax in India is 2 annas in the 
rupee and the rate in Austi’alia is, say, 3 annas in tho I’upeo. What lolief 
is each going to give? 

A.— -India will part .with \ anna and Australia with 1.} annas. 


Q_Why is Australia to give up It annas and India only t anna? 

A.— -Because tho Indian rate is a smaller rate when compared with tho 
rate of Australia. 


( 3 . — ^q’bivt is no reason why Australia should give up IJ annas out of threo 
annas in the rupee, when India only gives 1 anna out ot two annas. 

A — q’hey have to come to some undei-standing with regard to this 
taxation. Half and half does not mean half of Indian taxation and half ot 
tho other countries taxation. ^ i i •(' i 

Q, — tt'us fully realized, when section 40 was iusorted, that tho Bri n> * 
|ixchcquer was to bear the cost of it. 
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A. — So far as India is concerned, India is not paying double taxation 
except witli regard to limited companies for the reason that the Indian 
income-tax rate is very low and no't for any other reason. Britain does not 
make any sacrifice. 

Q. — India does not make any sacrilice. India charges just the same rate 
as on other concerns and the whole sacrifice is made by the British Exchequer 
in order to avoid double taxation. 

A. — That is not so. 

Q. — ^What in effect you mean is that the country which has the largest 
income-tax should make the biggest sacrifice. Suppose that Australia has an 
income-tax of four shillings in the pound and India one shilling in the 
pound. Certain incomes will have to bo taxed both in India to one shilling 
and in Australia to four. How are you going to avoid double taxation? 

A. — ^India will not make any sacrifice. 

Q. — ^Do you think Australia is going to malje the whole sacrifice? 

A. — So far as India is concerned, Indians have no companies in Australia 
or any business concerns. 

Q. — ^I dare say such a case won’t arise very often. 

A. — ^We have to take things only as they stand at present. Indians have 
got companies in the Malay States, Ceylon, South Africa, etc. 

The President. Q. — Substitute ‘Malay States’ for Australia. Do you 
think the Malay States would agree to give the whole relief?' 

A. — ^That assumes they have a higher rate. If the rate is not the same 
as in India, the country which imposes a higher rate will have to make the 
sacrifice. 

Sir Percy Thompson. Q, — ^You will never got an agreement. 

A. — If there is no agreement, then there will necessarily be double 
taxation, and nobody need complain of double taxation. 

Q. — ^Isn’t the remedy proposed by Prof. Seligman and others that on 
economic theory the country in which the profits of manufacture and trade 
are earned should give up their tax and leave it to be charged by the country 
of residence? 

A. — They have also proposed the half and half method. 

Q. — Four methods were suggested and they said in another place that 
the country of origin was to give up its tax. 

A. — In another place they say that the country of origin would lose. 

_Q. They perfectly realized that the country of origin would not give 
up its tax and therefore in a subsequent chapter they came to a compromise. 

A. — ^They say that the country to which a particular company or person 
owes economic allegience should tax. 

Q. — ^Would you tax foreign companies which are making profits in India? 

A. — We try to tax them only with regard to incomes which accrue to 
them in India. The principle on which I suggested that was, that while, 
those who receive dividends from companies registered in India are amenable 
to the Indian income-tax, those who receive dividends from the foreign coun- 
tries are not so amenable, because they reside in other countries. In India 
companies generally are charged at a low rate. So I suggest a higher rate on 
the incomes of foreign companies, 

Q'“Do you say that people resident in India who invest in foreign 
companies will not pay Indian income-tax? 

A. — ^I don’t say that._ The shareholders of those foreign companies which 
have their branches in this counti'y and earn incomes here do not pay income- 
tax here. 

Q. — ^They pay through the companies. 

A. — ^The rate is not as high as the ordinary income-tax. I refer to the 
super-tax which is only one anna in the rupee whereas the super-tax in the 
case of others is 4 and 6 annas. 

The President. Q. — ^Then you assume that all the shareholders would 
pay super-tax. 
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/• least some of them ivoulcl TflvAn ^■hn^■ • i • i , 

tar as the shareholders of foreien comnam‘p« that is denied to us 

those foreign companies earn hi|h prS especially whei 

>9tr Percy Thompson. Q.~They pay the higher rate of income-tax 

panit and ttTfoSga%l°p“i« tie Miaa com. 

pei’sons of foreign enterprise to invest tlieTv n '+ fui 

understand that the vaSs muSalitfe/^^^^^^ ^ 

situated do not charge these foreign companL on 
charge income-tax on the Indian co^JanS ^ 

Q- ^ think you are mistaken; they do nob charge income-tax. 

-charge profession tax and not companies tax, 

Q- — In the case of municipalities ? 

A.— -My information is from third persons and I should like to verify 
bo tar as my information goes, Indian companies are charged company 
tax and foreign companies only profession tax. This is so far as the munici- 
palities are concerned. 


it 


Q-' This is ivhat the Commissioner of the Madras Corporation says; 

In the ease of foreign companies which have branch offices or agents or 
firms to represent them they are considered as companies incorporated in 
this city and are taxed on their entire paid-up capital, irrespective of 
the fact that only a small portion of that capital may be put to use in the 
local branch itself. It would he fairer to assess such foreign companies 
on a proportion of their main capital (say a quarter), or on the total 
turnover.” 


A . — That may be with regard to the Madras City Municipality. But 
it does not seem to be so in the case of other municipalities. Every muni- 
cipality has got its oivn methods governed by rules and notifications. The 
City Municipalsty Act is different from the District Municipalities Act. 


Q. — ^Do you know any country in the world where they allow interest 
on private borrowings to he deducted? Suppose you chose to incur debts 
for marrying your daughter and you pay interest on it to your money- 
lender ? 


^ person has a right to spend his own money as he likes. 'Whm 
he becomes a pauper, is he going to be taxed? Income-tax is only on his 
net income. 


Q.— If a man earns Es. 5,000 a year and goes on borrowing? 

— Income-tax is not a school of thrift. It is only a tax on the net 
income. If I have to pay interest out of the income I earn, it must ho 
exempted from the tax. 

Q.— -I do not think you will find any other country which allows such 
deductions. 


A —It appears to me that equity requires this irrespective of the practice 
in various countries. Every one is at liberty to spend lus own money in 
any way he likes. _ • • j. + 

O The whole question is whether you are going to treat this mterest 

which 'he pays as a deduction froni the income or whether you are gomg 
to treat it as spending out of the income after he gets it. 

A— If last year he incurred the debt and if he pays interest this year, 
the amount of interest that lie pays this year must be deducted from the 
income for this year. 

Q.— At any rate, it is nob a view adopted by any other legislature.- 

^ But from the point of view of equity it seems to be correct. 

Q.'-But tbe. principle is to allow for expenses which are necessarily 
iiicUi’j'Gfl tli© iiicomo. 

A Tt is because in other countries they do not spend much on max- 

purely business matteis. 7„„„7 fiodios 

Ae PresidaU. Q.-May we go to jour f 
should he taxed if their income is beyond a certain amounts 
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A. — I have carefully considered that matter over again and I think 
that so far as the economic income of the local bodies is concerned, that is, 
the business income, it must be taxed and not the other incomes. 

Q. — ^That is, income from non-tax sources? 

A.— Yes. 

Bt. Pamnjpye. Q. — For instance, profits from tramways and so on? 

A.— Yes. 

The President. Q. — ^If they run a market and make profit? 

A. — Certainly it must be taxed. For instance, the Madura Municipality 
sells its nightsoii and other rubbish as manure for about Rs. 60,000 a year. 

Dr. Paranjpye. Q. — On the other hand, it makes provision for sweep- 
ers and so on. 

A. — But it collects scavenging and other taxes. 

Q. — ^But does that revenue pay for all expenses irrespective of the 
amount that they get from selling the manure? They may get a certain 
amount from the scavenging fees. But how much has the municipality to 
spend on its collection? 

A. — ^They may spend any an\ount; it does not matter. The business 
of scavenging should not be mixed with the profits they earn from the sale 
of manure. 

The President. Q. — Suppose they have a monopoly of markets in the 
town and sell the stalls by auction and so indirectly take a tax on the 
goods sold. You say that you should tax that income? 

A. — ^Yes, because it is commercial income. 

Q. — Suppose they take so much per cent of the value of the articles 
brought into the market? 

A. — ^That also must be taxed. 

Q. — Suppose they take it at the gate in the shape of octroi? 

A. — ^That is a tax. If they have their own markets and if from those 
markets they earn something, then that earning must contribute to the 
national exchequer. 

Q, — So that if you take it at the gate of the town you would not tax 
birt if at the gate of the market you will tax? 

A. — ^Because the market is owned by the municipality, and the income 
can be traced to the ownership of the market. 

Q. — You are strongly in favour of taxing agricultural incomes? 

A.— Yes. 

Q. — On the ground that land revenue is amortized? 

A. — ^Yes. Not only on that ground but on grounds of equity. There 
are rent-free lands and revenue-free lands ; there are lands which pay a lower 
rate of revenue and so on. Further, the exemption of agricultm-al income 
acts as a protection to agricultural interests and discourages industrial en- 
terprise in a way, 

_Q. — You say: “It is obviously unjust that one who invests in non- 
agricultural enterprises should pay income-tax on his income, while an- 
other who invests in land and derives an agricultural income should enjoy 
immunity from the tax.” 

A. — Yes. Let ns take the case of an usufructuary moi'tgage in respect 
of land. The mortgagor escapes the tax, because his income is considered as 
agricultural though his concern is purely moneys profit. 

Sir Percy Thompson. Q. — ^With regard to customs, no doubt when you 
are imposing duties in order to assist your own industries, it is necessary 
to have very large number of classes, because you impose just as much tax 
on the different articles as would give your own industries a chance to com- 
pete. That is the reason why you have a large number of categories. But 
is it necessary to have such a large number of categories assuming that you 
are imposing your customs dirties solely for revenue puiqroses? 
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30 per cent on luxuries which do not add to the 
people, ^ necessaries must be free. They add to the 
efficiency of the people. All luxuries may be divided into two classes— those 
which are for comfort and those which are positively harmful. These harm- 
ful luxuries should be taxed at a very high rate and the luxuries which 
add to eomfoi't may be taxed at a moderate rate, and it is with regard 
to the latter Kind of luxuries which add to comfort that considerations 
of protection to home industries and other ^ch things come in. So far as 
necessaries are concerned, there should not be any duties. Only with regard 
to tliose luxuiies "whicli have got a facility iu this country for development, 
tile question qf protective tariff comes in. Again in the case of those luxuries 
w]nch_ are not comfort-giving, I propose an import duty jjlus an excise 
duty in cases where these luxuries compete with necessaries. For example, 

I am in favour of an excise duty on fine cotton manufactures in this countiy. 
I^t on coarser cloth I consider the excise duty should be abolished. There 
should be no excise duty at all on it. Again with regard to tobacco for 
example, I propose both an import duty and an excise duty, because it 
competes with necessaries. 


Q. — ^What I suggest is this: the reason why all these countries have 
all these numerous items which you mention is not the same as the reason 
you give. 

A. — It may be. But what I say is that these numerous ratings will 
be useful from my standpoint also. 


Q. — ^You say: “Further, a system of ad valorem duties, though it has 
the advantage of automatically adjusting itself to the prices then and 
there current, tends to have an unhealthy influence on mercantile con- 
tracts, leading often to malignant forms of speculation in business.” I 
think it is rather difficult to have meticulous assessments of the extent to 
which a particular imported article conduces to comfort. You will have an 
enormous number of ratings. 

A . — Bo many ratings maj' not be necessary. A fair grading may bo 
obtained. We can broadly clas.sify the articles. 


Q. You say: “Compared with this, the existing schedule of tariff 

rates in India shows that the duty-paying articles of import are grouped 
tinder not more than 140 heads, giving rise to much overlapping for nant 
of sufficient elaboration of the tariff. There is not that minute division 
into classes, grades and qual'ties. which characterise the ratiiig.s in other 
countries. The result of this is that in the case of those articles on which 
specific duties are imposed, the cheaper varieties come to be taxed at com- 
paratively higher rates iu proportion to their value than tlio more costly 
varieties.” I take it that what you do now is to have more ratings. 

Y. The ratings may be more than what they are at present. 


Q ^The reason why they have numerous tariff rates in other countries 

is quite different. , t 

^The reason may be otherwise; but we may have the ratings or 

tbe particular kind I suggest. 

O.—mat I suggest is that if your tariff is for reveiuio purposes purely 
vou do not need all these minute gradings. ^ 

in better waj'S. 

difference. 
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A. — li would be loft to the taxing authorities to distinguish and differ- 
entiate between what is considered to be a luxury and \vhat a necessary. For 
example, take soaps-, we have ordinary soaps and soaps of a costlier kind. 
We can have a broad division. 

Q. — ^Hou' do you distinguish between a soap which you let in free and 
one which is a luxury? 

A. — ^^Ve can distinguish the ordinary cheap stuff from the costlier 
quality. 

Q.’ — But it has got to he worked by some authority according to certain 
rules. What would be your rule with regard to soaps? 

A. — have only suggested the principles. 

Dr. Syder. Q. — Perhaps the soap that contains no sceiit and the soap 
which contains a large quantity of scent should be treated differently? 

■A. — say that, because there are facilities for manufacturing soap 
in India. 

Q. — ^Your point is that those who can afford to pay more should pay 
more? 

A. — ^Yes, Those articles required by the poor people should be allowed 
free import. 

Sir Percy Tliomxison. Q. — You can get that by charging ad valorem 

duties. 

A. — ^Then there is this difficulty with regard to the administration : 
people will escape by putting on low values. 

The President. Q. — Is not power vested in Goveimment to 
buy goods which are undervalued? That would be a corrective to under- 
valuation. If anyone nnder-declares, the Collector of Customs may buy 
the goods at that value. 

A. — ^The tariff valuation has got the advantages of both. 

Q. — One tariff valuation for a hundred varieties of scented soaps? 

A. — ^That is why I say that we can broadly divide them. We can 
broadly divide or classify tbe soaps and other commodities and those which 
are not of the cheaper kind may be taxed higher. 

Q. — Would there be any agreement as to the degree of harmfulness 
or the degree of luxury. And who is going to fix the degree of harmful- 
ness or luxury? 

A. — That would be left to be determined by the standard of positive 
morality obtaining in the community. 

Q. — ^But somebody has to fix the rates. 

A. — Yes, the Customs Depai-tment will do that. 

Q. — ^Yon want to impose duties on tobacco, betel-nuts, explosives, fire- 
works, silk and silk goods, jewellei-y,' precious stones, smoking requisites, 
and the requisites' of such merely fashionable sports and games as tennis, 
billiards, and cards? 

A. — ^Yes. 

Sir Percy Thompson. Q. — Do yon tbink it will be possible to collect 
all these duties? 

A. — It may be that some of these duties may be difficult of collection 
by the Central Government. So far as the excise duties are concei-ned, 
they may be left to the local bodies. 

The President. Q. — If you take any two typical taluk boards, do yon 
think that they will have the same rate and attach the same degree of 
harmfulness with regard to tennis, billiai-ds and cards? 

A. — Each local body may determine tbe rate according to its own stand- 
ard.- But these things have to be taxed as they ai-e not necessary for life 
' efficiency. Mon6y_ spent on them had better be utilized on necessaries 
which add to the efficiency of the people. 

_ Sir Percy Thompson. Q.— -What about tennis? Does it add to effi- 
ciency or not? 

VIl-26 
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A. Not eutirely, but to a large extent. 

+^’ suppose that enough time has passed for initial adjust- 

r run too, do you think that this extra 20 per ient 

ml be home by the manufacturer? Or will it be borne by the consumer? 

4‘T''^° f ^^rge extent by the foreign manufacturer, because he has 
invested m heavy plant. 

Q* I'll® foreign manufacturer will be seriously embarrassed if there 
are_ no other alternative markets open to him. You can maintain your 
position only if j'ou say that there are no foreign countries open to the 
English iiiauufacturer. If the ludifin market is closed to him by means 
of these 20^ per cent and he can go nowhere else and there is no other use 
for his capital sunk in the mills, then in that view you can embarrass him; 
but not otherwise. 


A.— Yes. 


Q. — But such cases are very rare. 

A. — ^Yes, such cases are rare; but there are some such cases. 

JDr. Paraujpj/e. Q. — The duty uiay not be borne by the foreign manu- 
facturer; he might scrop the machinery or might use it for some other 
ljurpose. 

A. — No; he cannot do that in the case of plant which he cannot transfer 
to the production of other articles. 

Dr. Sijder. Q. — ^Are you 'aware of the technical side of the business? 
The manufacturing countries in Europe during the late War did not find 
it very difficult to divert their entire industries to the business of making 
munitions. So that this diversion of capital or the inability of the capital 
to move does not really hold good. 

A. — ^But I find the other thing from some of the English authorities. _ 
Dr. Marshall points to Such instances in his book, “Money, Credit and Com- ” 
merce.” 

Q. — ^To the extent that the manufacturer cannot turn his machinery 
to other use and to the extent that there are no other markets open to 
him, what you say may hold good. But in the absence of these two con- 
ditions, he may say “ I am going to sell my stuff elsewhere”. 


A. — ^Yes, he can do so. 

The President. Q. — You encourage the import of necessities and you 
would put an export duty on all such articles. You say furilier “If export 
duties should be levied on agi-icultural products it will be economicaUy 
sound to levs' the same on all kinds of such products instead of doing so 
on some of them at random”. 

A —Yes: the reason for that is this: if an export duty is imposed 
upon some of the agricultural products alone, those products will .soj® 
cheaper in this country and the cultivators will be 

in their place other agricultural products. If export _ duty is imposed on 
rice it win sell cheaper in this coiuitiw; and because rice sells cbeapei, the 
cultivators will substitute cotton or tea or sonietlnng else in , 

rice. But if export duty is imposed on all agnculfui-al products, this km 
of diversion or substitution will not take place. 

Sir Percu Thompson. Q.—Is not there the other alternative? « 
restrtet the export of food-stiiffs. you will have Ie:.s 
stuffs: if voii do that, the result will be that in times of had hai es , y 


Avill have famine. But by encouraging the export of food-stuffs, you will 
have your food-stuffs in abundance and in famine years you can have the 
surplus for yourselves and thus reduce the effect of famine to insignificant 
proportions. 

A. — do not agree there for this reason. The -export of rice and other 
necessaries results in this: the wealthy people in foreign countries where 
rice and other stuffs ai’e not produced are able to compete more effect- 
ively as compared with the poorer people within the country. It does not 
happen that the whole of the country’s req^uirements are satisfied and only the 
surplus is exported. What happens is that the wealthier people in the 
foreign countries compete with the poorer people at home ; so that the wea-lthy 
people in India, that is, those who are able to command a surplus, export food- 
stuffs for being sold to the wealthy people in other counti’ies. The i-esult 
is that the poorer i)eopIe in the country suffer, because they cannot compete 
with the wealthy people in other countries. 

Q. — Why is it, then, the wealthy people export these things? 

A. — That is because the people who produce find it to their advantage 
to sell to othdr countries because higher prices are offered by the wealthy 
people of other countries compared to the offer of the poor people in this 
counti’y. 

Q. — ^By your own admission, then, you ai’e going to force the cultivators 
not to get larger prices for their products. Then do you consider that the 
280 million people out of 318 millions, who are engaged in agricultural pur- 
suits in this country, are so wealthy on the average as to be able to afford 
to cut do'wn their profits? 

A. — ^My suggestion will not cut down their profits. What I say is that 
the expoi't duty, which now falls only upon rice unless it is extended to all 
agricultural products, will have this teudencj' that cultivators will be in- 
duced to substitute other produce in the place of rice. 

Q. — ^They will not be exporting if you put on an export duty, and there- 
fore the volume of food-stuffs available for consunqjtion in this country will 
be much larger- and therefore the prices will fall, and the cultivators will 
not get the profits which they are making now. 

A. — ^Yes. But it is not all cultivators that will suffer, only those who 
command a surplus lose to some extent on the sui-plus. 

Q. — The culivators will npt be making large profits as in the past and 
you still think that 280 million cultivatoi-s are so very prosperous that you 
can cut down their profits? 

A. — ^This assumes that all these are persons who own the lands, but very 
nearly 150 millions people are mere cultivators who earn only daily wages 
and the ownership of the lands are confined to the* minority. 

Q. — I do not differentiate between the cultivators and owners of land. 

A. — point is that only owners of lands will be at a disadvantage, as 
they alone can command a surplus, and they are few in number. 

The President. Q. — ^You accept there are 150 million landless labourers 
in India? 

A. — ^Yes, about that. 

Sir Percy Thompson. Q. — Are they so ijrosperous that you can cut down 
their profits? By your own admission they are going to get a smaller jn-ice 
for their food-stuffs. 

A. — ^But they have little or nothing to sell. They are wage earners. It 
is the owners of land that profit out of these lands. 

Dr. Eydev. Q. — Sui^posing the whole of India contains nothing but land- 
less labourers, even then you want to put a tax on export of agi-icultural 
goods? Don’t you think that it would hit the agricultural labourers hard? 

A. — No. It won’t affect the agricultural labourers. 

Q. — 1 would put it this way. Those who pay wages to these 150 million 
landless labourers are the owners of lands. They will say that they cannot 
pay the labourers as before, because the iirofits they used to get have been 
diminished, on account of the export duty. 

A. — ^Why, the landless labourers do not get • anything in the shape of 
money for cultivation, but they only get grain for their labour. 
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in fchoir wuy? iubourers. What will stand 

A.— Even now they eaii do that. 

Q. I moan to saj’ by putting on this export duty you would be hittina 
those pcoplo who arc already badly off. Juttmg 

A.— Tlio t'xi>ort duties arc alreudv there. What I ti.oi 

export duty should not bo confined to rice alone but niust^o e.xtonded to 

other agricu turn products m order to take away the tendency to* substitute 
other agncultural produce in the place of rice. «“«oncy to suostitute 


doprti’sio'i?*'^ agricultural industry would e.\-periouc6 

A . — 1 do not think so. 

(^—At iiresent pcojilo grow for their own needs plus tho needs of the 
foroigiiers? 

A.— No; a large munher of tho Indian population are in greater diffi- 
cultj ui pui'cluising lood-stulfb on account ol iiowerful loro.gn coiuiietitlon. 

Q* — A our point is this. Ho cannot niake any other use of his own land, 
and thoreloro ho must ])roduco only agricultural produce. 

A. — Yes. I would lovy duty on all agricultural products. 

Sir Percu Thompson. Q, — ^^Ire raw cotton and jute included among 
food-staffs? 


A. — ^'fhoy aro not. Every i)roduce of the land which is exported must 
have an export duty. If you havo export duty only on some of the products, 
I say that it will load to bad results. 


Dr. Uyder. Q. — ^You know tho reasons why it is levied upon some and 
nob on all? Take cotton and jute. Export duty is levied on jute because 
it is the monopoly of India, but as I'egui’ds cotton the position is not the 
same, aior tho position is tho same with regard to wheat. 

A.— No. 


Dr. Faranjpue. Q. — Madras grows a good 'deal of paddy, have you pen 
luij' ca-so where people havo given up cultivation on account of these 
duties? 

A, — I havo known thousands of cases. In Jfadura district I know it has 
been clone. Instead of cpltivating rice they have begun to gi’ow cotton. 

Q. — Why is it so? 

A. — Because cotton is soiling high. 

Q,_Therefore they are in the way _ of making money. So they will 
cultivate only such things which will bring them more profits? 

A. — That is what I want to prevent. . There should not be a diversion 
from the production of necessaries to the production of other products for 
the sake of money. 


Sir Pcrci/ Thompson. Q . — Supposing your policy is successful and you 
proveui the cxpoi'b of food-stulfs. hoiv aro you going to pay your intorest on 
the foreign debt? 

A.— It ivill be paid by the export and import duties. 


Q_ But your policy is to prevent the export of food-stuffs. 

A, — ^Not to prevent, but to discourage it. 

Q -—'j'jjal; isj to reduce the export. Is it sufficient to balance your budget 
and pay your foreign debt? 

A ^You will correspondingly decrease the imports of non-npessaiues 

and there will be such a readjustment of trade and prvcp that there will 
be no difficulty in paying the interest on the foreign debt. 


Q. — ^Then you are going to reduce your revenue, because you are not 
going to get anything by way of cnstoins duties. 



A. — I think it is not for the purpose of roveuuo alone tliai 
these customs duties ought to bo levied. It must be for the bettenpeut of 
the people also. I have suggested, instead, income-tax and death duties. I 
only want to discourage the export of food-stufls. 

Q. — ^You iise the word ‘discourage’ and i use the word ‘reduce’. 

A. — ^Yes. 

Dr. Syder. Q. — ^Will it not interfere with that utilization of the national 
resources which the industrialists and other people who own these resources 
consider best? 

A. — ^Their resources ought to bo directed in the direction which is most 
productive and beneficial to the country as a whole. 

Q. — ^You would agree. to the general proposition — the national resources 
should be put to the most productivo use. 

A. — ^Not merely productive, but conducive to the good of the coimtry. 

Q. — I was asking 5 ’ou to say whether on the whole it is best that the 
national resources should bo put to productive use? 

A. — ^Yes, provided those are necessary for the efBciency of the country. 

Q.' — Do you think that this country rcciuires food-stulfs alone? Man does 
not live by bread alone, but he requires a sheet of cloth also to wear. If your 
policy is adoj)tod there would bo rice cheap, and the rice plate will be quite 
full, but the man would be bare-bodied because ho wauts a dhoti. Then you 
will say that it is manufactured in India. If dhoties aro manufactured 
in India at a smaller cost then your policy might be successful, but the 
proposition is this. By following your policy no doubt you would make 
grain cheaper, but you would make other things much' dearer for the 
landless labourer. 

A. — ^For in-evonting that, I advocate free import of cotton goods such as 
are necessary. I only advocate import duty upon the costly clothes. 

Q. — ^What net advantage have wo obtained? The man gets rice, a lai'ger 
measure of rice, but bo will have to pay much more rice in exchange for 
dhoties. 

A. — ^It is assumed that ouly 50 millions aro owners of land and have 
rice to sell and not the others. Though more rice will have to be given in 
exchange for dhoties, yet dhoties also will be cheap, on account of free import. 

Q. — I am speaking for the general mass of the people who do not own 
any property but live upon their labour ; they might have enough of rice, but 
they have to expend the rice on the different tilings which they require. 

A. — ^That assumes that they have sufficient rice, but in fact they do not 
command enough food for themselves. 

Q. — They get their rice through labour? 

A. — ^Yes. 

Q. — One effect would be that the man who gives the price for this labour 
says, “I am not going to give you a great deal of rice, but I am going to 
keexj it for myself”. 

A. — It won’t happen so far as the wage in rice is concerned. I cannot 
understand how it could be reduced. 

Q* — ^At present the total amount which is produced is required for the 
needs of India and for the needs of foreign countries? 

A.^ — Noj for the needs of India it is not enough. India is not fully 
equipped with food-supply for her entire population. 

Sir Percy Thomjyson. Q. — ^The production of .your country or any other 
eounti’y must be sufficient to feed its own population and pay its foreign 
debts. You say the ivhole production of food-stuffs is not sufficient. 

A. — ^Yes. But I say that the quantity retained is not sufficient. 

Q. — You want to retain more, If you retain more, you will be less able 
to repay your foreign debt. If it is the fact that your iiopulation go short 
of food, it is because the total production of your country is not sufficient to 
feed your country and pay the foreign debt. It cannot be done in the way 
suggested by you. 

A.-j-Foreign debt will be paid by the export and import duties and by 
a readjustment of the balance of trade and prices. 
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Q. — ^It is only this formality that matters? 

■A' 111 law it is as important as anj'thing else. 

Q.— But it is only a formality in law. Practically overy son ),iav he 
supposed to bo the possessoi- of ono-eleventii of that estate. 

nn over the matter. If we impose a single duty 

inheritance ^ it may be a lighter duty than what is imposed on 


t can legitimately do is to make the youngest 

member of the famil}^ the miinagnig member. 

i family has no choice in this respect. In law, the eldest member 

lor tlie time being is the managing member, 

me thei'e any law that the eldest sou should be the managing 

A. — ^Yes. That is the Hindu Law. 


Note . — ^The presumption is that the eldest member is the manager, but the 
family may appoint another member in his place by common consent, though 
this fact lias to be proved to rebut the general presumption. 

Q. — If the eldest brother dies and he has a younger son, who will be the 
managing member ? 

A. — The eldest uncle will be the managing member. The eldest member 
of the family is always the managing member; the law recognizes it. It is 
not left to the option of the family. 

Q. — Couldn’t the family agree to make one particular man the managing 
member ? 


A, — De facto; not in law. 

f 

Sir Percy Thompson. Q. — You suggest the appointment of unofficial 
assessors and the jirovalent opinion among many witnesses, certainly' among 
all the commercial men we liave examined^ is that the tax-paj'er would 
not like particulars of his income to be disclosed to non-official assessors 
who might be competitors in business. 

A, — There are some people who desire that their own financial position 
should not be disclosed to otiier people. 


Q. — ^Bnt it has been suggested to us tliat the tax-payers as a body 
would dislike it. The most you can get in the way of non-official co-operation 
would be a body of business men, at any rate in the larger towns, to whom 
a tax-payer could appeal if he liked. 

A. — ^That may be the position we come to by way of compromise. 

Q _Do you think that there is anything in the suggestion that the 
tax-payers would resent their competitors in business being associated with 
the income-tax authorities? 

A. Some business men may not like to disclose their financial position. 

But in other countries I find that income-tax proceedings are actually pub- 
lished. 


Q. — That is perfectly true : it is done in America. 

A.— I do not see Avhy people should play humbug, with regard to their 
real financial position, towards one another without d sclosing tlmir real 
affairs. In the interests of the country as a whole, it may be good that the 
income-tax returns are published. 

Q.— If a non-official person is really going into the question of the profits 
that a man is making, he must get a good deal of information about liis 

business, 

A —It will be a board and not a s aigle person to whom I suggest an 
appeal, and it is only if the assessee so chooses, that a reference need 

made to the board. 

Q. Do you want that the reference to this hoard should he entirely at 
the option of the tax-payer? 

A, — ^It may be so. 
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Q . — I do not think anybody can take exception to that, but if yon are 
going to make the reference to the board behind the tax-payer’s back, 
objections might be raised, 

A. — ^The board need not, unless the assessee wishes, be brought into 
action. 

The President. Q.— In the matter of accounts, you refer us to a Ceylon 
ordinance as being an authority for the penalizing of the use of any but 
registered book of accounts. Could you give us reference to that ordinance? 

A. — I have got the reference at home. I shall write and let you know. 
Though the compulsory maintenance of accounts in respect of all assessees 
will not be easy, business men must be compelled to maintain them. 

Dr. Paranjpye. Q. — ^You would not allow any other account books to 
be produced in courts? 

A.- — ^No. I have come across instances in which a dual systenr of accounts 
has been maintained,, one for the income-tax authorities, and another for 
the law courts,. 

Sir Percy Thompson. Q. — Do you think it would be possible to do that? 

A. — ^It would be in the case of business men. 

Q. — In England it is not possible even with business men, 

A. — So far as non-business people are concerned, it may not be possible 
on account of their want of education and training. 

Q. — Do you think that people are more advanced in keeping accounts 
in India than they are in England? 

A . — 1 do not say that: nor need they keep accounts of a high order. 

Q. — I will give you an instance which is very common. Take a man who 
keeps a large public-house, the expenses of which run into many thousands 
of pounds a year. Surely it is not ijossible to keep such sets of accounts as 
you suggest there. 

A. — ^It would be difficult for cultivators and agriculturists to keep 
accounts so well as bus'ness men, but accounts must be maintairfed by busi- 
ness men at least with i-egard to the business profits. If income-tax books are 
sealed with the seal of the income-tax authority, it would be difficult for 
them to maintain double accounts. 


The President. Q. — ^You say that the tax laws should be made uniform 
for the whole country and left entirely under the control of the Central 
Government? 

A.— Yes. 

Q, — ^Do you apply that to land revenue? 

A. — ^There is no statutory law so far as laud revenue is concerned; it 
exists under the ancient custom. 

Q. — ^Wonld yoTi apply that to excise? 

A. — I would. 


Q. — How could you make the exci.se duty on liquor uniform for the 
whole country? At present the duty varies from place to place according to 
the facilities ^yith which illicit manufacture can be conducted. In the jungly 
tracts where illicit liquor can be easily produced, there is only a nominal 
duty. 


A.— Without uniformity, the burden of the tax may not be fairly 
distributed. When I proposed uniformity, I had in mind mainly the stamp 
duties, court-fees and registration fees. 


Sir Percy TJionijjson. Q. — If you make the rates of duty uniform, it 
does mean that provinces cannot spend what they like. They have to cut 
their coat according to their cloth and you may have a province which mav 
want money. 

A. — ^Then provinces must develop their economic resources. 

Q. — I presume they do all develop them. 

. A.— ^So far as stamp duties and court-fees are concerned, want of 
umlm-mity results in a differential incidence of the burden. 

Q-— So you would fix the rate, administer, collect and* just hand over 
so much money to the provinces? a u jusc naua over 

27 ^' uniform for the whole country, 



The President. Q. — ^You say that “The tax laws should be made uniform 
for the whole country, and left entirely under the control of the Central 
Government, so that not only the burden of taxation but the methods and 
machinery of administration may as far as possible be uniform throughout 
the country.” So you would like the Central Government to collect the 
taxes and pay the proceeds to the Provincial Government, so far as their 
share goes? 

A . — 1 think that it may be done, but I am particularly anxious about 
the uniformity of the burden of taxation. 

Sir Percy Thompson. Q. — ^Under the Reforms the provinces want to 
control ever-ything. 

A. — I doubt very much whether the provinces are very keen about 
it. The provincial spirit is not so strong in this country as it is in Australia, 
Canada and other countries. 

Q. — I thought the Provincial Councils were taking a good deal of 
interest in this respect. 

A. — It is the separation that has spread the spirit. It does not come of 
its oivn accord, and it had not existed previously, at any rate to a notice- 
able degree. 
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Ur. IJ. I*. I’MWMi'ii:. 

Ur. I.. Iv. llvion, 


Prof. A. J. SAUNDKIVS, M.A.. P.R.E.S., Profc.i.or of Economic.’i, 
the Amcric.vu Collciio, Mathira, '.va:; examiuoti. 


Written memorandmu of Prof. Samidcrii. 


/.V; <!.' t/i/icj. 

1. Ksiutil tltUM . .iiv .. !v/.i‘.iiii.t’<' <ttin»' ft jttiiilir n vcutu', U.m juu- 
jxi til Ii liiitir. i. t<i r.t l sill' liiiri/.iii-i Jo ]i.iy .i* l.ir ,i » jin ’ili.it 

|iuni(i I’ iii.iy I <' .miiiiijili h< li it tin' t.iMii,: tniiiitii ii.i’. .1 itioiiiiiKiIy tin 
iiiipiiil (.oiiiiiii.'ii(i<' , uliitli iiUk'i <<ii:ii!iit. .i.iiil, ill thi- ii'>|h<' liitlia 
it Uii'Vilii.ilr ill f'Vri.il c mtiiiw.tiitii 

Ill 'tiiii.-i.ll tiiiiiilin-. rNpiMl iliitK t .ij-- ill liiiti-. ... |iir in .( .itn r, in tlni 
111 . till -iiiiplici -. ikt.tii o lit tint l.iit tii.it Iiiili.t t-iijiit'. .1 viitii.il iniiiitijiiily 
in lilt- W’f.l liiilit-i, iii'.i.klf. ill riiili*. .nnl «utii»- .mil iiilil.t'r in lli.i.'.il. 


■J. iniliii Ii.li .It pit flit tivi- l.nnli III .util'll, nl I'Npinl .niijri t tu an 
e,\|iij|t ilnly. Tln-y .uf-riti*. tf-i. pilf ii.ui .uni iii.uuil.ii tun <i), IiiiU-. .uni 
-!.iii>. .iinl jii-ppi-r. Ill I iiiiiifi t lull '.iitli ilii- l.i .1 ilii.f lUfiiliiiiu'ii, Iinli.i li.i. 
aliiioiL a iiiijiiiipiily pniiliuii, ami in llm i.uf uf tlni linl tan, .-.lit' i, emo uf 
tlio iiiaiii .'itipplicr!. livi.ui i.- nt (In* I'.ii l tli.il linli.i nijiiv . a vitlii.il inniin- 
jiuly ill the uipiily nt tin- c /.in-il'. .uni tli.u niln-r p.inni-. .in- mil ii-.iilily 
nuhititnuil for llieiii, il ii im. .ihli* to .liili any hm .nmihli- i-\purt t.i.s on (o 
the foreij'ii liiiyein. Wii.it 1 am fhielly luinormal iiitli in liii'. iiivf ,iig.ition 
is — 

Can the rate of i-.Ninirt laN In- imifanil, ami i.aii we fiilar{-',e the li.it 
ol coiiiiiioiiitie-i that iiiinht he .suhii-flfil to an e.\[iort iliity,^ 

The rate.i ami total loveiiue on e.^port ilutie.i for Ijriti.ili Imlia for 
the year lCl2.'i-‘Ji are at follows; — 


Coiimioility. 


IJatc. 


'I’olal 

ICxport J)uty, 


Uice 

'IVa 

It.'uv.riitc (CiittiiigH) 

ifamifriutureil .fute — 

(1) Slicking . , 

(2) licb.si.an.s .. 
Hides and Skin.s 


US. 


.\'i. .1 P'Jr ladi.iu inaund of 82 lb. 
Its. 1 K jior 1(1(1 ll-i. 

1-1 per Kile of 100 Ib'i. 


1,18,21,057 
f.(i,()tj,(l0() 
1 , 58,00, lilii 


II 


20 per ton 
32 per ton 
5 per cent 


70,11,857 
1.22,90,031 
25, .33, 110 


Pepper (from ^fadras Pre.sideuoy alone). . . . b’or Jiinnary 1925 alono oxiioihi 

valued at Its. 2, 70, 909, Do not know the rale. 


In connection with the above list [ will iiuilco tlio following siiggos- 
tions : — 

Tho market for Tiulian rieo is well established, and Rn.ssia Is now 
demanding Indian rice. Tho export rato may ho incrcii.setl to As 4 ucr 
maund. , • • t 



212 


remai^rrprLS.™"’'’"™” Ceylon the tea rate nr.y 

means ttat*S°demil?isgrOTrilfg "in'lnlfarfut’® ‘5° 7 “?”““’ '’'™* 

to 2.72 lakhs of rupees In iq 9 fW^+ira duties amounted 

The substitutes toi S' namelf f-57 lakhs. 

S.rfi’ a«;d‘li;aTn!!t\tTVcl?S 7r«hTte“‘'jn"tilft£r 

ioie a safe monopoly. The maTi'ninm rlnitr • j- dute is there- 

per cent ad valo?e>i; and iT we iZLf Mv 

*2? exp^tTut^s^on ®ute fe laildlo^Rl' li-olS'^400^f ”cutS? ' 

Rs. 24 per ton (sacking) and Rs. 36 per ton (hessians) for all exports to 
Germany and other non-British countries. ^ expoits to 

Hides and skins now carry 5 per cent export duty. That rate mav Im 
coSTSs. to Germany and other iion-BrftisIi 


Pepper may remain as it is for the present. 


■4'® ^®S®J-'ds other commodities that may be expected to yield an ex- 
port duty, I will mention— 


. (1) Shellac. There is a large foreign demand for this commodity, 
and it can be made a close monoiioly, because there does not exist a suitable 
substitute. It is a forest iiroduct, and could be made a State monoiioly; 
I would suggest a 25 per cent export duty. 

(2) Ground-nuts. — ^Lai-ge quantities are sent to Continental countries. 
This conmiodity may stand a 10 per cent export duty. 

(3) Coir . — Large shipments go to Germany and tlie Netherlands. 5’his 
commodity may stand a 10 per cent export duty. 

(4) Indian manufactured tobacco . — Import duty now covers the 
foreign article, but I would suggest an excise duty on Indian manufactures, 
and a license duty for the sale of Indian tobacco goods. 

(5) The export of fertilisers . — ^Large quantities of indigenous ferti- 
lisers from India are exported every year to Ceylon, Federated Malay 
States, Java, and even to Europe. These fertilisers include bones, bone meal, 
fisJi, ground-nuts, and oil-seeds. Ceylon is the chief customer for these ferti- 
lisers, and they are used on the tea estates of the colony to produce tea 
which we do not drink, instead of being used on the paddy fields of the 
Madras Presidency to produce rice, which we can and need to eat. That is 
the iDoiut; we need these fertilisers so badly in India that if necessary 
the export trade in them should be taxed out of existence. If that object 
were attained, and the export of fertilisers were prohibited by a heavy 
export tax, the revenue of the Government would suffer to that extent. 
But that loss would be more than compensated by the benefit that both 
the Government and the people would receive from agriculture by the use 
of that fertiliser on the land rather than exporting it to a foreign land. 


I would put the export tax on fertilisers at 100 per cent. 

(6) Tourist tax . — India receives thousands of tourists evei-y year. 
I think thei’e is a new source of revenue in that fact, if we can work out a 
satisfactory method of collection. These tourists take out of India every year 
lakhs of rupees worth of goods. It is all business for the country, but tHo 
public revenue benefits only indirectly by this stream of visitors. I wouiU 
like to see the public revenue benefit more directly. _ There are at least iwo 
ways by which revenue may be obtained from tourists. Thoy ai o . 

(a) A declaration to the customs officer at the port of entry that the 
individual is a tourist visitor, and the payment of a Rs. 10 tourist tax to 

that officer] or , , , j i . i 

An exnort duty on goods taken out of the country by declaiccl 
tourii’bf decS“tio? S a„/i...p»tion l.y Custo-.a, Officor. at tho port 
of departure. This tax may be a 5 per cent ud valorem tax. 

Whether such a tax appeals to the C“ttee or.not^to 

of revenu^e here which should Je of^rovenuo from American 

levies a heavy passport charge, Governiuont of India may 

tourists going out of the countiy, nurchasiug in India, 

secure a revenue from tourists coming into India or purcuasmg m 
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1 flU’our ml I'ufiirt'ju clvUk'.s wlicrevor yu.'v-jililo. 

It is along those lines Hint 1 huvo hoeu thinking ntul working in oon- 
ncutiou with export dulios, ami these suggestions are niy answer to Q. S2. 


I’lXiilioii, 

1 have luul conl'erenoes recently on the tpiestion ol Indian 'luxation with 
Mr. K. llama Ayyangar, ji.n.A., for Madura; with Mr. A. llaniaiyu, author 
of National System of 'raxation" ; and with -Mr. It. l'’oulke.s, I’rcsidoat, 
Madura District Board. I am J’rofes.sor of Kconomiis; in our Senior Cla.ss 
in Buhlie Finance wo are just now dealing with Indian 'laxatvon, and am 
discussing many of the inohlems which are heing considered l>y the Indian 
Taxation Empiiry Committee. 

The following are some of the conclusions which we are coming to in 
our discussions, and if the Taxation Committee think they arc worth further 
investigation, 1 shall ho ploaseil to meet aiul continue the di.scu.ssioiis with 
them; — 

The iirst thing is llie relative merit.s of diiect and indirect ta.xation 
as they apply to India. Tho policy I advocate is an extension ot direct 
investigation, 1 shall lie pleased to meet and continue tho discu'-.sions with 
their hunlen ot taxation, and to increase the taxes ot llie upiier and moio 
wealthy classes. Un the priiuii>le that all receive heneiit troin the (Jovern- 
ineut, and iheretore all sliould pay something to the revenue ot the State, 
the salt tax may he retained, imt it should not he a heavy tax. lls. l-t-t) 
or even He. I per mauiid is suliicieiit. If an universal tax is to he iiiereased 
it may ho well to consider lowering the income-tax from ]{s, -,000 to a 
minimum of lls. 1,500 at 1 pies the rupee, the rules iieyoiid that iiiinimmii 
remaining the same as at present. 

Tho laud lax, as at pre.seiit administered, is generally legarded as 
very umsatisfactory. -Madras Bresiiletiev is loo heavily taxed, and .Madras 
Is called upon to pay tar too much to tho tViilral Clovenimciit, while, on 
iho other hand, Bengal is too lightly taxed, it is tho dilfereiico hetwoen tho 
two systems of permanent and temporary iainl tenure. That Bengal should 
he paying to-day the '■aiiie rate on lands as she did 150 years ago, m spito 
of tho great ri.se in prices and the enornious increase in laiul values, <'on- 
demms that policy on the face of it. The iiucstion of eipiity here may Ijo 
aeeomplishod in ono of two ways. 

.Vpply tho policy of income-tax to agriculture as well as to c.inimercu 
and iiuuiufacture. It may he done l>y applying the regular iucome-tax rate 
lo agriculture as well as to industries, hut allowing rehates up to the 
o.xtcut of the laud tax, or — and this i.s heiug advocateil iii the Mailras Bresi- 
denej' — place Madras aiul tho rest of India on a iiorniaiieiit laud tenure 
with tho same rate of laud tax as Boiigul, ami tlien suliject Llieiii all lo a 
graduated agricultural iucome-tax. This will removo tho prc,seiit iiic.pialitv 
which exists between Bengal and tiie temporary tenures. Tiie point is 
Bengal is getting oil too lightly. 

Another reason for an agriculture ineonie-La.x is tho report tlown our 
way that tho ChettL eonimuuity are withdrawing their money Irom eomiiioreo 
. and industi-y and buying lands to escape tho income-tax. That tiioans Ihut 
capital is being withdrawn from industry, and that is bad for tho devolop- 
inout of the country. 

Another matter iu tliis sumo eonuectiou, though it probably will como 
Ui> in tho laior eucpvivy on economic conditions, is tho subdivision of lands. 

I air. in a iiosition to know that tho Indian xiruclico is promoting poverty 
among tho rural population, i have como to tho conclusion for tho economic 
improvemont of tho rural people and tho general good of tho whole country 
that I would tax out of existcuco tho praetico of minuto subdivision and 
fiagmentation of agricultural lauds. 

Aliy i’...: ■ '■ ■ land revenue sysLoiii as suggested ahovo_ would 

necessitate .. of roveiiuo heads between tho Provincial and 

the Central Governments. It may bo done by cUfteroutiating between agri- 
cultural income and income from all other .sources, and xilacing ono as a 
credit to the Central Government and tho other to tho Provincial Govern- 
ment. 

in this recasting of Indian taxation system the question of an in- 
heritance or succession tax should be considered. This, of course, will need 
careful handling, because of the Hindu Law of Inheritance and the joiitt 
family system of land-holdings. But Indian opinion down way - 


wnvi-orf po&itlou that such a tax may be considered, and if it can be 

7bf «iay be adopted. The problem centres round 

in7f.b ^ bolding and the rights of the survivors. There will not be 

f 1 r ^1 ^ r in connection with industrial inheritance, but the ioint 
family holding of lands may present some difficulties. While small hold- 
ings exist, exemptioms would have to bo allowed j for larger estates a 

?»r th?p„jment”of’ tiw ‘“P""*!'*''* 


The cotton excise tax is greatly disliked. Why not make it a profits’ 
tax through an income or super income-tax.? That is really what it is, and 
thia method would afford relief to those who can show clearly that they are 

sonie exceptional reason or otlier. An excise tax on 
a 1 the jiioduceis alike only results in an increased cost to the consumers. 
But a tax on pi'ohts will get only the profit-makers, who should pay more, 
and exemptions to those ivho arc not making profits will tend to keep prices 
down, v/hich will be welcome to the consumers. 


An exjiort tax may be graduated with a higher rate for Indian mono- 
polies, because the tax can easily be shifted to the foreigner, who is thus 
made_ to pay to Indian revenue. This must not be overdone, however, 
especially in coniioction with commodities which are not Indian monopolies, 
or competition will affect the demand for Indian goods, which result would 
not only interfere with Indian revenue, but would serioiislv interfere also 
with an industry. 


The Coiniuittee may seem fit to recommend to local bodies a change in 
the tolls system. Tolls are archaic and ought to be abolished in India. No 
one likes them, and ovary one tries to evade them. A sufficient vehicle tax 
would be a much better system, and it could be levied so as to bring in 
much more than the present custom, and without the annoyance of tho 
present iiractice. 

These are some of the lines along which wc have been discussing this 
taxation problem in the American College, Madura, and with a number of 
our prominent public men. I offer the sJuggestions to tho Committee for what 
they are worth, and if they open uji anything that may be further investi- 
gated, I shall bo pleased to continue tho discussiojis. 


Prof. Saunders gave oral evidence as follows : — 

The Fresideat. Q. — You are Professor of Econoniius in tho American 
College, Madura? 

A.— Yes. 

Sir Percy Thompson. Q.— Y’ou say "India has at present five kinds of 
articles of export subject to an export duty. They arc rice, tea, juto (raw 
and manufactured), hides and skins, and popper. In connection with tho 
last three mentioned, India has almost a monopoly position, and in the case 
of tho first two, she is one of tho main suppliers”. What proportion of the 
world’s production of hides and skins has India? I should think it is rather 
a small proportion. r v • 

A. — My impression is that the export of hides and skins from I“‘ha is 
ffiiiiiidprahle 3 "ot some of my information from the Madras Gustoms 
House I tiiink the matter is discussed in Findlay Shirras’ book on I ubhc 
Finance, and Vakil too ha.s discussed it to some extent. 

The President.^ Q.-You are familiar with the views of tho Fiscal Com- 
mission on the subject? 

. o miifiTT env "Wo have received evidence that 
the fieipiently aUemjed 

txuonce of tho low puces, , . . j,r»r»rcgato not inconsiderable, has 

export duty, a source of wealth, in tue 

actually been destroyed . benefited if the 
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Q. — ^Thoy roconunond Iho abolition of Iho duty on hides and say that a 
small rovonuo duty on skins might bo successful. 

A. — That might be. I suppose a distinction coultl lio made botivcon 
skins and hides. 1 do not know which is tho moro important of the two or 
which is tho larger of tho two. 

Sir Perru Thompson. Q. — Do yoii accept tho proposition that yon would 
bo justified in putUng an export duly on an article when you have 
something of tho nature of a monopoly? 

A. — Yes; I think I would accept that principle. 

Dr. Paranjpijc. Q. — Also when yon want to prohibit a thing going out 
of tho country? 

A. — That, of course, becomes a prohibitive duty. ]Jut tho point is this: 
if there is not a inonoiioly and substitute-' can be iisod in the place of the 
commodity, putting on a duty would mean the ruining of the trade of tho 
country. 

Sir Percy Thomp.wn. Q. — Quito; and from that point of view, I supposo 
it is rather dangerous to put anything like a substantial duty on things like 
rico and tea. 

A. — ^You take rico. Tho demand for rice is world-wido. I have no figures 
before mo now, but I am sure the ileniand is on the increase. If tliut is so, 
then it may bo that it can bear an export duty. 

Q. — At any rate, lyill you agree with the view that if yon put en an 
export duty, nnlo's India fixes the world price for rice, the duty comes out of 
tho pockets of the producer? 

A. — Do you think India is not fixing tho world price when niirnja 
exports about 70 per cent of the world’s rice demand? 

Q. — I should not think she ha.s anything in the nature of a monopoli'. I 
havo no doubt that tho world price of rice must depend to a great extent 
on tho crop in India. 

The President. Q. — India and Burma together export about 50 per cent 
of tho world’s rico. 

A. — I think Burma exports 70 per cent. Burma exports a much greater 
amount than India docs. As India exports much lo.ss, perhaps it brings tho 
figure down to 50. 

Sir Percy Thompson. Q. — If India and Burma together export 50 per 
cent of the world’s supply, surely Burma’s export must bo lo.ss than 50 per 
cent of the world’s supply. 

A. — 1 havo not got the authority with mo just now; but my impimsion 
in that Burma’s export is much larger than India’s. 

Q. — Have you ever considered in tho case of export duty on rico 
and tea, if j'ou admit that any part of tho duty i.s thrown on tho producer, 
to whom the duty .should go? 

A. — 'To the province of origin. 'I'liat would, of cour.so, come in your 
cla.sslficati'on of revenues between' tho Central and tho Provincial Govern- 
ments. 

Q. — Would you say the same thing with regard to a real monopoly, such 
as jute? 

A. — ^To bo consistent, I thlink one would need say that those commodities 
which are provincial monopolies should go to the provincial revenue. 

Q. — If they are inonopolie.s, they .should still go to tho provincial 
revenue? 

A. — ^Yes; T think so. 

J)r. Uyder. Q. — ^Now, supposo India pfit a tax on tho export of rice; 
what will happen? Ileasoning on Sir Percy Thompson’s assumption that 
India will not be able to compete in the world market and other people 
will try to meet the world demand, thi.s must show itself in the incre.ased 
efforts of the jiroducers in other coxintries. But the land will not return 
such an increasing quantity of rice at the same cost. Jt would mean extra 
production at a greater cost. Therefore, to the extent tliat the rise in • 
world’s price takes place, the Indians can jump in and throw part of the 
burden on the .foreign consumer. Is that correct? 



219 


culture lu China and Japan, and also in IndH TW development in 
for foodstuffs and rice is the staptei “rtalo S*a ' 

demand for Indian rice is on the increase now I tldnl- ® 
cent export, India could stoand an export duty! 

demand is not very elastic and production is subiect to the 
law of diminishing returns, the probability is that there nSl be a Vise of 
puce, and to the extent that that rise in price takes iilace, India will be able 
to throw Its hm’den on the foreign shoulders. Is fliere any flaw in that? 

A. ^Noj I think that is quite correct. That is my idea too on the point. 

. . Jyv. Hj'der makes the assumption that tin's 

IS inelastic; that is a very big assumption. 


i a necessary raw material for industries. To that 

extent it is, no doubt, a raw material as weU as an article of food. 

Ml if the price of rice tends to rise, the effect 

will be that land which is at present cultivated with other food-stiiffs will 
be cultivated with rice. 


1 extent that the substitution of other land takes 

place, it favours our position. But rice can only be grown on a certain 
quality of land and to the extent that they grow rice they will have to applv 
more labour and more capital only to get a. diminished return. 


Sir Percy Thompsoii.~J put this suggestion, that if owing to the putting 
of tins export duty mi rice, you do raise the world price of rice, the world 
production outside India is likelj' to increa.se. Therefore, the supply of rice 
will he increased and tliat will counteract the tendency of the price of rice 
to rise. 


Pr. Hyder. Q. — If the source of snpplyXo^^side increased, that increase 
would only take place at an increasing cost, \liatt had been otherwise, that 
increase would have taken jilace even now. The^act that that increase does 
not exist now shows that the land outside is not able to produce extra rice 
at the prevailing price. Is there any flaw in that argument 

The \viitiess . — I do not see any. 

Dr. Hyder . — Such areas are not capable of expansion; the areas are all 
already under rice. 

Sir Percy Thomjjsoii . — Why do you say they are not capable of expan- 
sion ? , ^ 

Dr. Hyder . — There are- not" many large swampy areas suitable for rice 
cultivation. 

Sir Percy T/ioiiyisoa, — In many parts of the world there must be such 
areas — many lands which are not cultivated. There is any amount of land 
in Australia which is available to grow cotton and ii- does not grow anything 
to-day and the reason is that communications are bad. \ 


Dr Hyder Q. — So the question is whether the extra rise that takes 
place can compensate the producers who bring under rice cultivation Jaiul 
which they do not at present consider advisable to nso tor tliat purpose. 

The witness.— So far as Australia is concerned, there; are two things 
acrainst the production of rice: one is the irrigation problem and the other 
the labour problem. These are the two reasons that would increase the 
cost if production of rice was attempted in Australia. 

Sir Percy Thompson.—! am not suggesting that it could bo _ done in 
Australia. I only say that there are large areas in the world which c 

Certainly, there is doubtless a great deal of land that might bo put 
uiiclfii* ric0. „ - t * ‘ 

Q._If you put a duty Of .10 

effect may be that tlie J-id But it will not affect the wor d 

rgo S'S.ITull Seat of fto duty .tul to that csteut it .oust co.no p.orriy 
from the iiockets of the producers. 

is only 3 annas now and T propose an anna mo e. 
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Q. — The probability is that taken over a long period, if the duty is 
4 anuas, 3 annas will come out of the pockets of the producers. If a big 
duty has a certain effect, a small duty Avill have the same effect in a lesser- 
degree. 

You want to raise the duty on jute from Bs. 1-4-0 to Bs. 1-8-0 P 

A, — ^Yes. 

The Maharajadhiraja Sahadur of JBurdwan. Q. — Do you want to kill the 
goose that lays the golden egg? 

A. — When you have a monopoly and there is a demand for the commo- 
dity, why should not the export duty he increased? There has been a 
considerable increase in demand since 1921-22, That would warrant an 
increase in the export duty. 

Dr. Faratijpye. Q. — eBusiness people have told us that there is a certain 
maximum limit, because if the duty is too high people will take to bulk 
handling of grain. 

A. — ^The question is whether the increase would reach the uj)per limit. 

The President. Q. — ^There has been an attempt to find substitutes quite 
recently ? 

A. — ^Yes. The substitute is dearer than the jute itself. So, I think there 
is no danger there. The point which Dr. Paranjpye has raised would apply 
to the United 1 States of America and Canada; but I doubt whether it will 
apply to South America, Australia and other countries. I do not think bulk 
handling will take place there for a considerable time. 

Q. — Do you think that the exemption of Bimlipatam jute is justified? 

A.- — I do not know. Have j-ou any idea of the reason for that exemp- 
tion ? 

Q. — It is not the same botanical plant. It is really a substitute. Is 
there any authority for your statement that there is a duty on pepper? 

A. — ^I do not find the reference. It is not in the list supplied by the 
customs authorities in Madras. 

Q. — There was a duty on pepper from Cochin. I think the duty has 
long since been abolished. 

A. — I do not find it here. But I found it in one of the statements pub- 
lished by the “Madras Mail” with reference to the exports and imports. 

Q. — Section 4 of the Indian Tariff Act reads thus: “On all pepper 
exported by sea from the Port of Cochin there shall be levied such duty not 
exceeding Bs. 9 per candy as the Governor of Fort St. George in Council 
may determine; and that the Customs Collector at the said port shall, after 
deducting the expenses of collection, pay the duty collected under this section 
to the Governments of Travancore and Cochin, in such proportion and in 
such manner as the Governor of Fort St. George ih Council may direct”. 
So there is a duty at one port levied on behalf of the two Indian States, but 
it is not the i^art of the customs tariff. 

A. — May be. I think it was simply called an export duty on pepper. 

Sir Percy Thompson. Q.— Have you any information how far shellac 
prodiiction is increasing in other countries? 

A. — No. 

The President. Q. — ^It was mentioned that America and Germany are 
undertaking the manufacture of lac. The Commerce Department gave us 
some figures that they laid imich more stress on the fact that the export duty 
on lac will hit the local manufacturer. Already the other countries are 
making their own lac from Government forests and the export duty would 
simply kill the local trade. The next thing is that the local trade is badly 
organized. - 

A.— I see. 

. Q. — ^^Vctually at present lac pays a considerable royalty and there is also 
a cess of 4 annas a maund. Any serious increase in price will stimulate the 
production of substitutes and thereby ruin the Indian export trade. 

A. — ^That is the point, of course, with regard to all the export duties. 
If a substitute is provided, there is the danger signal. 

Yll— 28 
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A.-If tile Goremffi-nt ^^her? 

~I.e 

Q.-Whc-tx tne price fails, it can stand a .„^r‘ 


tae 



more espense to collect. 

Q. Xiie oenent or tie tcreater orir-* r^n t-q niv,* * i ■ 
snape or income-tas receipts from the mannfaJttSerS ^ o^^sined m 

-I doubt if that amounts to much. 


me 


A. 


Inoifr in 

A. — ^There is no nionopolT, They make oil from it. 

Q' ^Tnen. you have got c-oir, is there any monoDoIv in it? 

monopoly, hut the trade is tramendons in Sonih iidia. 
ta-ae^ me \ye=c Coast, in Travancore, etc., the eocoanut industry is a 
very eitensi'. e industry and a great deal of exooris go to Enrone, G<tn!ianT 
and otner plac-es. * ^ ~ ^ 


Q . — £)o yon knovr for rrhai purpose this coir is put.^ 

A- — For ropes and matting, etc. 

Ths Freildent. Q. — Actually there is a large amount of 17331© in the 
manufacnire of coir. Yon must see Ttherher the manufacture derebips pro- 
perly before you can tas it, 

A- — ^Yes. On the irhole, it is better not to tas it. 

Q. — The demand is rery much less than the supply? 

A.— Yes. 


Sir Percy TTiompson. Q . — It is a dourishing industry, but you iroalc*; 
not tax it simply bec-anse it is a donrishing industry? 

A- — Yes, it depends upon the demand. If the demand is strong, it 
is a fair question to ask whether it cannot stand an export duty. 


Q, — The other thing you want to put tax on is the export or 
fertiliHers. There is one statement you make there tyhich I do not midor- 
stand. You say, "'If the export of fertilisers were prohibited by a aeayy 
export tax, the revenue of the Government would sutrer to that extent’’. 
How? 

X . — It would not sttder from not receiving the revenue from the export 
trade, because the export is done away with. 

0 . — It dees not rec-eive anything now? 

— ^What I had in mind was this. Government is receiving revenue 
if not directlv bv export dntv. at least ind-reetly by the busing from 
the trade of fertilisers' going abroad. If that e^ort trade were ehminared 
bv a beaw export trade, Governiiaent ■should ^cse reventie from tiiar 
business. 

Q YOU mean to say income-tax on the profits of the exporters? 

A —Yes.* ilv point is that if these fertilise^ are used in the c-ountry, 
the farming industry will be benefited far more than the loss to the Covern- 


tax on tourists 

is an alternative tax. 


to 


raent. 

Q.— The other tax yon have proposed is a 
A.— 'Well, it is only a suggestion. That 
tax ail tourists at the port of entry. 

Hr, Syder. 0 .— Tourists are mostly Europeans and most or t.ieni me 
bureaucrats. They will disclaim liability to this tax. 

jL 'To'hex -iirprica it puts a heavy passport tax upon pe^ons going 

abroad. Their ^foi gmtS “venueTom pe®/ 

Sbroad!^®ij^ ’ idea^as, therefore, might no^ the^ Government or m m 
leceive some compensation rrom ppr.-sona comiUj^ 
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Bir Percy Thompson. Q. — ^You admit wlieii tourists come into tins 
country they make lot of purchases and thus enrich this country in a 
way. But if you put on a tourist’s tax you are simply discouraging money 
from coming into this countiy. 

A. — I think in spite of this tax, many will come. 

Q. — ^\^^hy should they come to India, they can as well go to China 
or Japan, avoiding these items of cost? 

Ur. Uydcr. Q. — The other day I met an American young man who 
said that his father had given him Rs. 15,000 to make a world tour. Do 
.you think that this ten rupees fee would make him divert his journey to 
China or Japan? 

A. — ^No. 

Sir Percy Thompson. Q. — Do you think we could get some thousands 
of rupees out of this tax or only some hundreds? 

A. — ^If it is not lakhs of rupees, it is not worth while. 

Q. — ^IVhy don’t you make it a passport duty just like in America? 

A. — I suppose that can be done. 

Q. — Supposing you charge Es. 10 to everybody who has got a passport 
which is not initially issued by the British authorities? 

A. — That will land ris in international questions. This proposal is 
not a very impox-tant one; it is only a suggestion. I am doubtful whether 
it will be worth while. It ought to be considered. 

Dr. Hyder. Q. — ^Do you think a large number of tourists come into 
this country? 

A. — 1 have not got statistics, but I think many of them come in. 

The President. Q. — ^You have also suggested excise duty on Indian 
manufactured tobacco and licensing duty on the sales of Indian manu- 
factured tobacco; how are you going to levy an excise duty on the Indian 
manufactured tobacco? 

A. — That, of course, is a problem. 

Q. — ^What would you class as Indian manufactured tobacco — only things 
manufactured on European lines? 

A. — That is what I had in mind. If the manufacture is conducted 
in anything in tlie nature of a factory, my idea is that it ought to be 
registered and the returns ought to be made to the department, and cm that 
basis an excise duty would be charged. 

Q. — ^Would it not kill the industry and split it up into cottage industries? 

A. — I do not think so. The tendency nowadays is towards largo 
production. 

Q. — Actually the cigar industry is falling off. 

A. — J. do not think so. 

Q. — ^You might put an excise duty on the cigarettes, but on the cigar 
industry it .would not be practicable, as the few factories that are already 
working are losing money. 

A. — ^How are they losing? 

Q. — Their export trade is falling off. 

A. — I did not consider that point. 

Q. — Then take cigarettes, you would put an excise duty on cigarettes? 

A. — If that could be done by registering the factories that are making 
■ them. 

Q. — ^^Vould you adopt the policy of stamping the packets? 

A.— Yes. 

Q. — You will have a license duty on the sales, what is the plan? 

A. — ^That is very difficult. The sale is everywhere and the problem will 
be a very difficult one. My idea is that the place of sale ought to be 
licensed and the person vending ought to be licensed. 

Q. — ^Would you break up the country into differeuf; areas and in each 
area sell the monopoly by auction : the monopolist would ixrobably appoint 
the existing j)oople and make Iheiii pay? ‘ 

A. — The supervision of that will be a considerable task. 
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0> ^TLe monopolists would supervise. 

A.— I suppose that could be doue. 

.r Q* You advocate an extension of direct tavof'iVin 1 1 i 

the income-tax to a minimum of Hs 1 500? ^'ou would lowei- 

A.— Yes. 

tv- f, tp- 

aetuS' totol 5cl“feU? the 

A.— I don't know about the yield, but the Consumption fell, 

,.. Q.— Assume that the consumption fell, while the total yield of duty 
lowerSl?^*^^ ’ should the limit of exemption from income-tax ho 

, ^ umversal tax is to be increased, it may be well to consider 

the loivering of the income-tax exemption limit. The idea I have in mind is 
the question of a universal tax. If j-ou decrease the amount of salt tax, 
you are lessening the revenue to Government; what I am after is to make 
up that loss and I suggest tliat the loss may be made up by loweriii" the 
exemption limit of income-tax. 


Q.— You say “if this universal tax is to be increased". Is it a 
misprint? 

A.— -You may substitute “a” for "this". I am in favour of a universal 
tax. Suit has been a univonsal ta.\-. If you put the salt duty down, say, 
to Rs, 1-8-0 or Rs. 1-1-0 or even Re. 1, Government will bo losing some 
revenue. How are you going to make up this loss? If you decrease tho 
income-tax minimum, you can make up the deficiency from tho salt tax. 
Yon are decreasing it on salt and increasing it on income-tax. 

Hr, Ilyder. Q. — But you say that you advocate an extension of direct 
taxation ? 

A. — Not absolutoljv I believe in indirect taxes also. 

Q. — SupiJOiC the financial needs of the State require an addition to tlio 
revenue and the Goveiiimciit of India put up the lax on salt. Tho idea in 
j’our mind is that this tax would lie paid by people wlio are comparatively 
poor, and to keep the scale even betiyeen the poor and rich, yon would bring 
down the income-tax exemption limit to Rs. 1,500. 

Sh- Percy Thompson . — That is not so. because you say the rates beyond 
that iiiiiiiiiium would I’cmain the same as at present. 


The President. Q. — ifay we develop this question of tho reduction in 
tho salt consumption a little further? Ifavc you studied tiio figures? 

A. — I made enquiries, hut I found it difficult to got roliablo liguros 
and my information is scrappy on this point. I think consiiniption went 
clown when tho tax ivas high. 


Q. — There is always a wild fluctuation in the consumption of tho com- 
modity round aiiont tlio tim.o of his 


incidence is 
diet? 

A. — Probably 
very nuicli. 


throe annas 
not. I 


a head, is it likely that a man wii 
do not think that the coiisiimiition 


lias hulfeicd 


,S'ir Percy Thomp.yni. 


nil I. 1 1 1 ' 0- — lo regard to land revenue, you 

“\lat\riis Vio^idowy' is too heavily taxed, and Madras is called 
far too much to the Central Government, nhilo on the other 
L too lightly taxed." .Madras does not pay any land revcniU' to 
Governnieut: it keeps all to itself. 

A . — r am referring to the coutrihution. 

Dr. Piininjpyr. O.—Have yon .studied the iclativc iiicidemc 
Madra.s and 
A.—! have 


say that tho 
lijma to jmy 
liaiid Bengal 
tlie Centr.d 


of taxation 


:n 


in other provinces; 
not gone into it. 



(,K - 'I’lioii ycjii i Mii't ^;iy that Miulras i\ too lu'avily taxed, 'riieio !a 
a Ititc lii;uio wliieli i> iiniiiinally a ( untn'luition from .Madras, i)uL under 
ihe jleston .'^oUlement . .Madr.is icixen all its land levenue. Mailra.s jv't 
alioul live erore> more under the .Mestuu Sottlemenl, hut it wa.s Hiked to 
jiay iiaek ouL of it somelhin.' Hhi. ;i crore.i and lakhs of rupeei, heeau.so 
the (lovernmeni of Imli.t put I.u;;er reaniree.s in the haiuks of Madras. 

— '1‘he land levenue is very heavy in Madras and llu' provimi* ,"eta 
the advantam' of it; hut on art mint of the ho. ivy kind lax the (iovornment 
of India turn round and take a very laijp’ ronlrihntioii for lln* Central 
Ciovernment. 

Dr. l[;i<lrr . — Tile ineiileiite of laud r<‘Vrnue i> lie.ivier in the.'O tempo- 
r.irily-.settled aie.is than in llenjt.il. You diould compare the ineiiiencu of 
land rovenuo of Madras with like uieas. 

r/ie \on t.d.e it per iieie, it is .so, hut \ie have not yet 

arrived at any '-.iilsf.u tmy sl.md.inl oi compari.'on. 

Dr. Ihiiln-. (^k- - The kmI point is whether .Madr.es is he.ivily taxed 
a.s romp. nod with Jleip;.!! in ie;;.iiil to lauds .similaily .situated. 

A. — The fpicition of kind t.ix is not a •;ie.il snhjert of rout i o\ ei.sy. 

T/ir a f . i ). — Do \ou piopo-o llu* lemrdy ol lediirinjt the rate of 

the l.uid t.ix in all ]iro\iiKe< down to the neny,.d ratei'' Can you tell Ui 
wliat the Heipt.il r.ite is." 

A. — I don’t know. 

Q. — Is theie any ,.urh thin;t a. tin* Heni.t.il rate;" It depends on the 
rate settled for e.ich p.irtieiilar .'..imimluri at the permanent ’.ettlement, and 
the ineideiue is more uneipial ps'ihapi in i5en;t.d m lietweeii one aiea and 
anullier th.in in any oilu'r part ot India. 

A.— Yci. 

Dr. y/yder. (J. — \Vou!<l \ou t.ilte into aiiouni lhi> total liipiie of land 
retenue in a iirovinre and then distrihutu it per aero!" 

A. — I don’t think that would work very well. 

iS'ir I'trcii <.). — Would you haso the romjiari.son on the ave- 

rage of the rentals p.iid in oiieii competition;'’ 

A.— Ye.s. 

The Prraident . (,1. — Do you think there would he any eonsidorahlo 

numher of farmers who would he liahlo to ineome-ta.x i-' 

A. — I .suppose not: the inrome-ta.x would apply to largo landholder.s, 

Q. — Pr.ietieally it would apjily to rent-ret eiver.s. 

Sir Dcrcy Thompson. Q. — 'Would it amount to very much;'* 

A. — That i.s the (pie.stion. 1 think hy taxing the ineomo of the larger 
landholdero Government wouUl .stand to henelit. 

Q. — There would he certain eases where you can get hig puyment.s, hut 
you would want an enormous machinery for it. 

The Frc.'iidcni . Q. — In your jiart of the Presidency, would you got 

much out of the perinanently-settlcd areas P 

A. — Yes. In the Tanpire district, for exainjile, there are mirasidar.^ 
possessing 1,500 acres: it i.s a cpie-stion whether they are paying their ju.st 
quota of Government revenue. I do not think they are. 

Q. — Practically the taxes would he paiil iiy the rent-receivers and not 
hy the actual farmers? 

A.— Yes. 

Sir Percij Thompson. Q. — Take a province like the Punjab whore out of 
Oi million cultivators you have only 2,300 paying a land revenue of as 

much as Ps. 500. That would mean that they would all fall below the 

exemption limit of Ps. 2,000. 

A . — There wall have to ho a minimum and if you are to x^laco Madras, 
for instance, on the same level as Bengal in the matter of jiermanent land 
revenue, there would ho a considerable saving over the resettlement ex- 
Iionditure all the time. 

The President. Q. — Have you visited the pormanently-sottled areas in 
your neighbourhood? 

A.— No. 
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Q.— Can you give us any idea as to liow they compare as reffu-rlc 
prosperity of the people, with the temporarily-settled afeasP ® 

umletfli “aSarf “ o® tliM thos» 

f ^hat the Chetti community are withdrawing their monev 

from commerce and industry and buying lands to escape the income-tax? 

. A.— That is the report. I tried to investigate it, but I have not 
met with very much success, because it is a thing you can’t find out. 


Q— You know that some of them have quite large zamindaris. Deva- 
iiotta IS q^uite a recent acquisition. 

A. — ^The question is wdiat is their motive in doing it. 

Sir Percy Thompson. Q.— Would not the fact that the agricultural 
incomes are exempt reflect itself in the price they will hare to pay for 

lonri 9 ir J 


A. To some extent it would, but land j)i’ice is subject to a number of 
considerations. It is not a question of market considerations alone. 

Br. Paranjpye. Q. — Then they would not escape income-tax, because 
the prices of land would be very much greater. 

A. — The fact that the demand for land is on the increase would tend 
to ^ increase the price of land, so that the difference between the higher 
price paid for the land and the income-tax may not be very much. It is 
a question that would have to be considered scientifically. 


Q. — In your next paragraph you talk about sub-division of holdings 
and you refer us in your list of authorities to some literature on the sub- 
ject. Are you in favour of legislation on the lines of Mr. Keatinge’s Bill on 
the subject? 

A. — ^Yes : I think the time has come ivhen something like that ought to 
be considered. 

Br. Hyder. Q. — Could you prevent fractioiiisatiou by passing a law? 

A. — No. I think a good deal of propaganda work will have to be done 
to point out to the people the actual disadvantages of fragmentation. I 
think they are coming to see that now. 

Q. — There are some parts in Europe in which the eldest sou has to 
go out of the family and live somewhere else, and some 2 ^arts in Germany 
in which the youngest has to go out in order to leave the land to one 
person only. There is no law: it is a usage. Here wo have our laws of 
inheritance and succession and you say you woidd tax out of existence 
the fragmentation of agricultural lands. Do you think it is possible? 

A. — As I said, a great deal of educational work has to be done before 
the law would be effective. People are now beginning to see that these 
minute fragmentations are against their own interests, and I think very 
soon they would be prepared to accept a modification ol that custom. 

The President. Q.— You refer us to an article by Mr. Sundaram Beddi 
on the subject in which he says; “I think it is fairly well admitted that 
the refusal to recognize subdivisions of fields below a certain limit by the 
revenue department, or the withdrawal of tlie powers of tho courts to 
recognize such subdivisions would only result in preventing the rovonuo 
records from being records of actual enjoyment, and in tho courts themselves 
not being placed in a position to settle disputes as to possession and 
enjoyment.” Was not the same point brought out when tho matter was 
discussed by the Board of Agriculture on a motion by Mr. Keatingo? 

A.— You are up against tradition which has been going on for centuries. 


0 —Mr. Sundaram Beddi quotes a lecture by the lute Advocaio- 
General in which he said that tho first thing to be done is to got nd of the 
Mitakshara .s.ystem and substitute for it a property law .something similar 
to, but not identical with, the Dayabhaga .sjstom. 

^ - J SGC* 

Sir Percy Thompson. Q.— You would not relieve uneconomic holdings 
which are too small to support a family? 

A —No Tho idea would be to make land rovmuio so large a ta.v upon 
small holdings that people would not be willing to accept a .^mall pace 
of laud. 


Q. — Tho t'onlrai-y lias lican to us, namely, that when the 

hoUliiis^s are so small you shoulil esem[tt them from laiul revenue. 

A. — 1 shouM take that to ho an iiuHuu point of view: tlio Kiiropean 
point of view would he the rover.se, viz., tax it out of existence. 

The rresldcnt. Q . — Then you fto on to .su^tttcsl a redistril)Ution of 
rovenuo heads hetween the I’rovinciul and Central Governments hy j'iving 
agricultural ineomo to tho one and tho income from all other source.s to 
tho other? 

A. — It is merely a suggestion : it has to he worked emt very carefully. 
How is tins division of revenue to take i»lace: what is tho elassitication 
under which you will do it? 

Q. — You may have st'en from our <|Uestionnaire the line of our work- 
ing. Wo have taken a inoposal of SeHgman’.s to adopt a conihination of 
three [ilans — senaration of sources, uniform administration and division 
of proceeds. What we are trying to do is to apply these three plans to eacii 
tax to .see which suits it host. Can you give us any lielp in this? 

A. — I am afraid not: I have not gono into the iiUe->tion of sources and 
distribution of revenue. 

Q. — Let us go on to the succe-'sion tax which you recommend. In tho 
case of tho joint family, you propo.so to niako tho whole family re.s])onsih!e 
for tho payment of the lax. So 1 take it that you would tax the family 
property with reference to the share of each? 

A. — If you have a pioco of land, it must yiehl revenue to Government, 
Tho (piestion ;is to who is to he held respousihle lor it ha.s to ho determined 
hy tho ijor.son or ])ersoms in whose naino it is heUl. In Kuroj)e it is liold 
by an individual, in thi.s country hy a family. I would make tho 'family 
that onjoy-S the land rosponsil)le for tho payment of tho dtity. 

Sir Vcrcn T/ioaip-iuJi. (J. — Would you make the death duties chargeal>lo 
on tho land? 

A. — That would ho holding a threat over them. 

Q. — You do it in the ca.se of land revenue: why not do it in the case 
of any other tax? 

A. — The idea is to got a tax out of the land. You may hold it 
as a threat so that the ])cople who do not want to forfeit tho laud would 
pay tho tax. Hut I think there would ho a great deal of trouijle. 

Q. — I wa.s thinking of Iho ultimate recoiir.se Government wotdd have 
to: if they do not get it any other way, it must ho from tho land itself. 

A. — I suppose there would have to ho a guarantee. 

]Jr. Under . — In connection with the laxatiou of laud which passes 
by inhoritauco tho following argument was vaiscil. Government .say that they 
are tho proprietors of tho laud, so that when tlio property pa.ssos at death, 
Government would como down and say, "You havo to ])ay some kind of 
inhoritauco or succe.ssian tax." Governmout is either tho solo owner or 
a partner: to iho extent that they are a partner, they havo got to givo 
relief to us. They cannot tax their own property. 

The President. — Tho tax would only bo levied on tho heuoticial intovest. 
There is no Govornment .share in issue in tho levy of tho death duty. 

Ur. Ilyder. Q. — ^Thoy say : "Either we are tho owners of the laud, or 
tho Government is tho owner. If tho Government is tho owner, then the 
land belongs to the Govornment. Wo pay tho land revenue; wo cultivate 
the land and pay the land revenue. What wo get is derived from our toil. 
We do not see tho justice of this taxation." 

A. — That applies when tho definition of land revenue is rent. But 
if it is a tax, what is their argument? 

Sir Percy Thompson. Q. — ^You say "There will not be much difficulty 
in connection with industrial inheritance". Is it “different from the inheri- 
tance of landed proi^erty, so long as it is the property of the joint family? 

A. — ^That is the point exactly. Indu-strial inheritance is not necessarily 
a joint-family concern, 

Q. — Supposing it was? 

A. — ^In that case there won’t be mucli difference, 
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subsMtuto^fo?1t'^ui mcome-tLx^'on^i-ofits— 

uofc that penalise the luoro efficieut^niills? * ^ pi'ohts. Would 

cut 1^;;? If „‘Je? S 

uofc e.oing to lunifc lus business simply to escape a profits tax. * " He is 
Q- He cun nianiiiulate his accounts. 

A. — Ho may for the time being. 

S'ir Ferci/ Thomiison. Q. — The cotton excise tax is nothinsx akm tn 
income-tax and super-tax; because the idea of the cotton excise tax is thafc 
It mil be passed on to the consumer by ivay of an increase in price. • 

A. — -There is a difference of opinion on that. 

P'/‘e5ide«if. Q-~If it is to be a tax on profits, iviiy should j'ou tax 
piofits from cotton mills more than any other profits? 

A. ^Thafc ivill apply to all industrial concerns. 


Q- ^You subject it to the income-tax in the usual u'aj’? 

A. But the point is, if a iierson can sho-w that he is not inakine 
profits, ivhy should he bo taxed? 

Q-' You say it really is a profits tax. I understood you to suggest 
the substitution of profits tax for the present tax; but they already par 
a tax on their profits. 

A. — ^Increase it to make up this difference of excise. 

Q. — ^You would put a special income-tax on this particular industry? 

A. — That would apply to other industries as well. 

Q. — ^What other industries do you apply it to? 

A.-;-Jute, for instance. What I am trying to get at is this. You put 
an excise dutj' upon cotton with the idea of getting everybody. It may 
be thafc a man may be starting the business and has not established him- 
self sufficiently to make a profit. Then you will be injuring his business 
by charging him the excise. Wliy not omit that excise tax? Allow 
him an opportunity to develop and succeed. When his success comes, then 
get him through a profits tax. 

Sir Percy Thompson. Q, — ^You are not injuring his business. Only he 
will have to sell the cloth for 3^ per cent more than he could if there was 
no excise tax. If there is an excise tax it is intended to be paid by the 
consumer. 


A. — He may not get the whole of the per cent. 

The President. Q. — ^To come to your proposal to put a special income- 
tax on cotton and jute mills, would not the result be simply to divert 
capital from those industries to other industries?- 

A. — think not, unless it is a very excessive tax. 


Q. — Or possibly to reduce wages. 

A. — ^Again only if it is so heavy as to interfere ivith the business. 
Q.— Have you any precedent for such discrimination as between differ- 
ent businesses? 


A — But there is an excise duty on cotton. There is a great deal of 
opposition on the principle: “Wliy tax a certain business before you know 
whether it is paying or not. Wait until they are makmg profits ami 
then tax them; get your tax from the profits and not otherwise . 

0 — Then von suggest the abolition of tolls and the introduction of_ a 
vehide tax in place of it. Do you apply that both to tolls in the district 
as well as to tolls in the towns? 


A. — Yes; in the towns they do not have tolls. 

0.— They do not tax the vehicles registered in the town; but they have 
a toll for a vehicle coming into the town. Now if you abolish the toll, 
are you going to get at the vehide coming from outside the toun. 

A. — It has to be kept out and taxed. 


Q. — Then you retain the toll-bar? 

A.— My point is that vehicles plying out of the town 
bo taxed when they seek to do business in the town. 


would have to 
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Q. — A voliicio wliicli is kept outsido niul plies inside the town? 
A . — It would 1:0 payiny the lax to the district board. 


O. — You liave yot the inunieipaliiy within a certain limit. All the 
vehicles inside are reyisiered. Now how are you yoiny to deal with u 
veliiclo cominy from outside? How will you dea.l with tho ihronyh tradic? 
If a man with a motor car passes ihronyh the municipality once, has he 
to pay a year’s license? 

A. — Of course, a distinction has to he made. 

Q. — What would you make him pay? 

A. — If it is a motor service, ho will pay on the yearly basis. If 
a private man, a muuici|)al tax. 


Q. — Hut how do you c.itch him without a toll yate? 

A. — Yes; there is a dilliculty there, lie will have to declare tho use of 
his vehicle. 


Q. — Then there must bo a toll yate. 

.V. — No; not necessarily. 

•Sir /Vrciy Thoiitju^uii. — .Sui>[»)-;e 1 am makiny a trip to Mi'.ioro. 
Instead of payiny a fee at the toll yaie, if I have to yo to the municii)al 
ollico and make a declaration, is it nut a biyyer nuisance? 

A. — How do you do it in lOnyland? 

Q. — They have yot a national fund formed out of the tax on motor 
cars. 

A. — Cannot somelhiny bo done here like that? 

The I’lcshlcut . Q. — In a municipality you can inanaye the loll l.ix in 
respect of a vehicle. Hut when you yet out into the district, the yroat 
bulk of tho vehicles are farm carts and a lot of farm carls wouhl not use 
the metal led roads at all. 

A. — You can midvo e.xemplions in some cases. It may bo dilferent for 
dHTerent purposes in different localities. Each vehicle will have to bo 
licensed according to its use. 

Q. — Hut how are you going to find it out unlc.s.s you have got tho toll 
gate? I think your alternative proposal will give infinitely jiioro trouhio 
than tho toll gate, objectionable a.s it is. 

A. — Wo had that matter discussed in Madura. .Mr. Foulkcs proposed 
to his di.strict hoard a suggestion for their consideration. In the first 
place, it was thought desirable to eliminate tho tolls and substitute some- 
thing else. lie found almost an universal o])position on tho part of tho 
district boai'd mombors to tho aljoJition of tho toll gate. They did not 
want a change and they preferred tho present method. 

Sir I'errij Thoiiip.m/i. Q. — "Would you liave a common unthovity which 
would bo responsible for tho maintenance of tho roads? In England, tor 
instance, it is tho county council that is resiionsiblo for the maiutonanco 
of tiio roads. 

A. — That is what is done by tho district boards. They have tho control 
of the roads. 

Q- — When you get into the town j-ou have tho town looking after them. 
Can you not combine tho two authorities? 

A. — Yes; it might bo much better. 

The rresklcat. Q. — Would not that lead to all tho money going to 
tUe mam roads and tho village roads being neglected? Is it not a constant 
cry of the inhabitants of tho outlying parts of tho district that no atten- 
tioii IS puid to the village roads though they pay land coss? 

A.— I do not see how you are going to remove tho difficulty. If you 
have the district as the unit, things might innirove. 

Q - — The idea is that, by decentralisation attention would be paid to 
the local areas. The taluk board, being in touch with the needs of tho 
particular villages, spends the money on the village roads and does not 
.spend on the mam roads which are useful only for people using motor 
cars. ^ * 

A. — Yes. 

VlT-29 
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18th May 1925. 


OOTACAMTTND. 


Present: 


Sir Chaiiles Todhunter, 

Sir Bijay Guand Mahtak, 
J^uluulur of J3urdwan. 

Sir Percy Thoaipsox, k.b. 
Dr, R. P . Paraxjpye. 

Bv- L. Iv. Hyuer, ar.L.A. 


ic.c.s.i., 

G.O.I.E., 


E., C.B. 


i.c.s,, President. 

K.c.s.i.j i.o.at., Maliarajadhir.aja 


Ml’, p, KAV/Klisrs, A.C.H., M.I.aS,, Chief Engineer for Irrigation, 

Madras, was exan3,itied. 


Written memorandtim of Mr. Hawkins. 

con.™eroial or semi. 

Mi'oileotiS widi'Sktagt' ii'rieation, State-oTOd 

luent of ^iSstrie?'^' '"^ undertahings-e.z., industries run by the Depart- 

(iii) State conitnercial wider tahhiffs — e.g., forests exploitation. 

(iv) Miiio) yndertcihings siibsidiarij to the larger services — e cr 

Government workshops. ^ ’ 


2. Undertakings in class (ii) are run jiot for public services but for the 
purpose of encouraging the deA^elofiinent of particular industiues by pri- 
vate enterprise, and as private enteriJX’ise is not likely to take up an under* 
taking which does not offer a commercial return, a commercial return 
should be the objective. 

Class (iii) includes purely commercial undertakings, and a commercial 
return should be the ultimate objective. 


Class (iv) includes undertakings run merely for the services of the main 
services to which they are subsidiary. They should supply to the main 
service at cost price (i.e., 'bare return’), should be regarded not as water- 
tight compartmeirts, but as integral portions of the main seiwice organiza- 
tioir, and should be judged by the ordinary criteria of efficiency and economy, 
having regard to the financial interest of the State in the main undertaking. 
They should therefore aim at a ‘bare return’ on the capital invested, taking 
into account so far as possible savings effected in supply to the niain under- 
taking at less than commercial market price. In this connection, I regard 
the objections to such undertakings occasionally put forward on the ground 
of unfair competition with private enterprise as absolutely unjustified, and 
would meet them on the ground that the State is as fully just fied in 
supplying to public services at cost price in the interests of the tax-payer 
for instance, a large shipping concern is in underwriting ite own rislcs m the 
interests of the shareholders instead of insuring outside. This has a bearing 
on the question, because such objections are based on the factor ot supply 
at less than market rates. 

3. Class (i) includes undertakings which are Jefinitely and 
cAvvipps eveii though of a semi-commercial nature. It is, 1 tiiink, an 
services, even rnougu services should be provided at as nearly as 

accepted prmc pie taxation appears 

ran? “baVe rato,,’ on capital invcsM, 



iiiclucliii!' -scMviio ol loan ami workiiit' cxpoiisc.-^ in .so far as lliuso profits 
aro croilitod to the "onoral rovennc.s. If tlii.s viow bo accepted, tlio issuo 
then i.s, not whether the olijectivo should ho a Miaio return’ or a ‘eoniinercial 
return’, Imt wliether public services of either class aro suitable media of 
taxation. 

■I. Thero is, .so far as t know, no accepted principle whicli i.s opposed to 
the la.xation of pnlilie service of these classes for the imrposo of raisinj.; 
revenue. Such taxalum i.s imliiect, and of the so-called ‘voluntary’ class. 
All those services, ho^\ever. contribute directly to the commercial and 
industrial development and prosperity of the country, and the economic 
limit to taxation i.s the point at which this development would bo adversely 
affected. Subject to the.se liihit.s the ‘tax’ or charge in exce.^s of thej ‘bare 
return’, as in the ca.se of any other form of taxation, should bo diet.'ited 
by the financial rccinirement.s of the State. 

o. These prineiple.s may bo held to apply to irrij^ation and Government 
power underitdvint's (hydro-eloctric). In lioth cajo.s Government developa 
natural resources to piovide public services. 

The objective of irri^i.ition is to piovide and incre.aso food supiilio.s and 
industrial crops. The object of a supply of power, so far a.s the State i.s 
concerned, is mainly industrial development, lioth are public service.s, and 
the prices charjj;od should bo based on the ‘bare return’, llolh are suittiblo 
media of taxation sttbject to the ectummic liimt, but in the cases of now 
irrigation work.s and of power supply the economic limit of taxation i.s low. 
As regard.s irrigation, please see my .separate note on tlu.s. As regards 
power, the first essential for industrial develoiiment is che.ii> jiowor, and any 
considerable taxation wonkl defeat the object in viow. 

Q. l.j. — A.s regards old work.s in thi.s I’rosidency, c.g., the Godavari and 
Kistna delta systems, the wator-iate piop(*r, or the portion of a.ssessment 
representing water-rate, may be taken as based on ‘bare return’ and there- 
fore correct on the average, but the taxation element is very low in view of 
o.xisting economic conditions. 'I'lie charges aro still based on the cconomio 
conditions of many years ago. 'I'lie .system is a compounded assessment for 
rogi.sterod wet lambs and a water-rate for casual or unguaranteed irrigation. 
As regards new work.s, the ‘bare leturii’ is approaching the economic limit 
in this presidency (see my separate note on watcr-ratcs). 

As regards the .systems suggested, f consider the correct .s.vstem i.s tho 
‘bare return’ (working exiieiiscs j/lu.s interest on c.ipital) as the water-rate, 
and a taxation charge, recovered as an addition to land revenue. 1 am 
strongly in favour of charging by volume. Selling tho water by auction 
would bo impossible in this Presidency, and I fail to .sec how it coidd bo 
done elsewhere as a general practice. 

Q. IG. — There can be no doubt that tho State is ent'tlcd to tax the 
increase in values. This woultl be a belteriiiont tax, but tho option might 
bo given of compounding. Such compounding fees should bo apjilied to Uio 
reduction of capitalization of tho project. Tho objection to compounding 
taxation is tho same as tho objection to permanent settlement. It precludes 
the State from taking its legitimato share in tho incwcasod prosperity of tho 
individual resulting from improved economic conditions. 


* NoTU ox W.VTEU-Il.VrBS. 

Demi-official from V. ll.isiAKiusnx.v, Esq., Under Secretary to Government, 
Revenue Department, to P. li.vwKix.s, Esq., a.c.ii., m.i.c.e., (31uof 
Engineer and Joint Secretary to Government, Public Works Depart- 
ment (Irrigation), dated the 8tli April 1925, No. 1301 B/25-2. 

I am to enclose for your perusal a note on tho principles for tho levy 
of water-rate.s in the provinces of the Punjab, the Central Provinces and 
Bihar and Orissa received from the President of the Taxation Enquiry Com- 
mittee and a note by the Chief Engineer of the United Provinces on tho 
irrigation system in force in that province. It is reported that the 
Committee have not so far found that the Government of any province have 
a defined policy on tho subject. I am to request you to go through the 
enclosed papers and to see whether you can help the Committee in arriving 
at a more definite policy on the subject. The Committee will stay in Madras 
from the 20th to 26th April 1925. 
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ENCLosyuKs 
( 1 ) 


Note on tho imoipta lor the k„j 0 / lonfo, --rafts. 
lofaSo of tlvo othors, “ sJtuatod schoines going to make good tbo 


2. Tliat tiio rales should be uniform. 

tliub^oaclrmSf shonkf °ot"'onoIi4l*T^^^’ roughly siio.aking, bo so regulated 
no more. “ ® ‘"''“'’"So rotation of crops and 

d. That tho ebargo should vary ivith the crop in order— 

(u) to ouublo the ryot to 2 >ay most vhon ho lias most money, and 
(h) to lake for tho Govornmoiit a share of special profits. 

5. That tho rates should bo varied periodically with reference to prices. 

rrouiaers.— Tho irrigation works are all proteedve and in ^-ood 
seasons crops can ho grown without them. The procedure followed is to 
secure agreements lor u term of year. Irom us nuu\y ?-yo s^is 

roui^at^ Government and the ryot' Lid chargo 

i mnlv Lll I H "'I'O talro water on demand. The 

supply to tlio latter is not guaranteed. 

Si/iar ami Orii-w.—pio gcuorul tax-payer should not pay for a benefit 
to a favoured class until tlio charge for water to that class has been pushed 
up to tho iughest point possible short of causing tbo service to be refused. 


(2) 

Note Qtt the system of irvigatioti hi force in the Uiiiteil Provinces as 
coinjMtrcU with that in the ailjoining provinces, by the Chief 
Engineer, Public Works VejHirtmcnt, Irrigation liranch, 
United Provinces. 


Pmfab. — ^'riio vast majority of tho area irrigated in the Punjab lies in 
what is known ns tlio canal colonies. Here the rainfall is only 10 to 12 
inches every year, and spring level is eousequontly so low that jn-actically no 
crop can bo raised without the aid of oaual water. Before tho iiitroduction 
of tho canal tho country ivas barren w.asto and Government took over tho 
laud from the few nomad tribes of graziers who inhabited tho area. The 
laud was thou divided iuto squares, village-sites and roads fixed and canals 
desiguod to give irrigation to tlio whole of tho area set aside for cultivation, 
generally 60 to SO per cent of tho total aroa of each village. The land is 
unilornij and it can bo assumed that the crops given will bo uniforiu, aud 
therefore it is possible to give a certain sizo of outlet or module per unit 
of area. 


In this aroa the vast amount of tho laud is sown udth wheat, little 
sugarcane is grown aud rice is not sown at all. Tho only problem befoio 
tho irrigation officer is to see that each unit of area gets its fair share ot 
water. To do this modules are used to a great extent, which prevent the 
'^onert^etic cultivator from stealing more than his fair share of water by 
rnggnig a deep channel below the outlet and thereby increasing the head. 

On tlie Western Jumna, Sirluud aud older canals of the province, tho 
svstem of irrigation is somowhat different owing to the fact that raiufall is 

iSI 

“.SSSifSr 

Jiuicii unit y , Pnni'ih TTei'Q "reat rivers like tho Souo 

entirely Ba-lmlkand and Cliota Nagpur give enomoiis 

running oft tli6 loch.i nnis or xmo a.-.nj.ijdiino' to a tricklo at the end of 

fsIS l‘”o1L/r£ tU ovc- so P,r 



of tl\,o total urea inij'a tod oaeii your is rtmler rieo, 
the liniled Proviuco.s. 'I'ho eouiiiry is divided inti 


us aguinst S jjor euiit in 
ito blocks for rieo enltiva- 
-* 0 'e!> to };ive an assured sujjply to 
I or o years as tlio case may lie. Water is also f^ivoii oi; 
application for one year only, i)\a then ilie rates are coiisitleraiilv hiplter. 


tiou ami the canal 
these blocks for I- 


ulUcoVs outer into lea 


Tlio canal olhwor’s chiel duly is to see that water is not taken l)oyond 
the limits of each hloek, and if it is so taken, iii'dier rate-> for tiiis ou'tsido 
area are asse^-ed accordinp;ly. For the lo't sni)p!ies duriiifi; the rice season 
are ample, and water is [;iven freely. 'I'lie Suite eanal system has 1,60- 
miles of canal and the head disclmrjt*' is G.H'O eiisccs or -I Vusecs per mile, 
as compared with an averap;e discharco of only 2 eiuecs per milo on the canals 
in tlio United Provinces. 


Cent nil VrovincL's . — irrigation in tlio Central Provinces is in its infancy; 
the average area irrigateil for the pa..t live years has only been •127,000 
acres. Over 06 per cent of this are.i is rice irrigation, and so there is 
practically no other crop irrigated. 

Tlio canals are nearly all fed from storage reservoirs and the coniilry is 
somewhat similar to lUindelklmnd, hut there does not appear to lie the samo 
dilliculty over the soil factor, which will ho explained later in connection 
with storage works in these i>roviiue'i. 

Irrigation is developing very slowly and (lovernnient is doing all in its 
power to demonstrate the value of eanal waitu'. The people aro liackwiird, 
belonging for most part to tbo aiiorigiim! tribes of Centra! India, ft was 
found that at ordinary irrigation rates the cnltivaiurs put off taking canal 
water till it was too late to supply all the water required in the time 
availaiile. 

In order to induce people to take water freely, the irrigation rale lnn> 
boon reduced eonsiderahly for those who will agree to pay rules on the wholo 
rieo area which can lie irrigated every year, in these agreement areas tho 
main conditions of agreement are — 

iu) Villages under agreement pay for irrigation in alt years whether 
water is rcituired or not. 

(b) Payment is made liy the occupiers of tho wholo rice area under 
command iu so far as it is cultivated with rieo. 

(c) In tho event of crops of a cortain standard not lieing obtained, 
Government grants remissions of water-rate in tho area concerned. 

(d) Agreement areas get first ehiim on the water uvaihdile, and no 
Water is given elsowliero tiule.ss this can lie done without detriment to tho 
area under agreement. 

Agreements arc coahned almost exelu-sivoly to rice; there are only two 
small areas where they are in force for nthi ; rieo timhs do not vary Irom 
year to year and therefore loase.s and agreements aro possible. All other 
irrigation changes with tho rotation of crops; an owner may grow' erop.s 
which need water one year and not the next, and .so agreements aro out of 
the (ptestioii. 

People having entered into agreomeiits take water freely and do not 
w’ait till the la.st moment when it is too late to savo their crop. Govonimeut 
also gets an assured revenue every year, fmt this revenue is very low siuco 
agreement rates aro generally ahout half tho normal rates. 

XJ lilted Cruciiices. — ^'i’ho irrigation problom.s in tho United Provinces aro 
much moro varied than in any of tho surrounding provinces. There aro 
three distinct tracts, each difl'oring entirely from others. To tho north 
there is the submontane tract of Boltilkhand where tho rainfall varies from 
60 inches down to 35 inches a year and spring level is rarely moro than 
10 feet below the ground. Here the canals aro fed hy numerous small tarai 
streams and tho supplies are very precarious. There are large rice chahs as 
in Bihar interspersed w'ith high lands on wliich rahi and sugarcaiio aro 
grow'ii. It is impossible to enter into long leases since supplies are pre- 
carious, but rice irrigation is done by cliak as in Bihar. The people put 
iit applications, and if they take w'ater they iiay for tho wholo chalc, since 
once the canal outlet is opened the water flows from field to field down the 
whole depression forming the chalc, and it is impossible to say that one field has 
got canal water and not another. In the rabi season the higher grounds iu 
tilts area rarely require more than one watering to bring the crops to maturity. 
For this reason the irrigation rates are very low in Rohilkhand. 
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irJiioh coiita us oveL^SO^^pep Gauges-Juiujia Boab, 

fUe ualufall vapies fpom II to i i^ehS a yX -IS JL*'!' ’“'Tr^' 

keen. Every kind of crop is orown the demand for water is 

rice and pe^as; each- requires ite own varying amounrof wSer ’ sugarcane, 

giveu ,v„top fop about 35 to 45 pop cent of tie iLraciuS, u£ 
must get ippigatiun from wells op gpow crops ^sucb as 
giani and arhar winch olten do not need irrigation at all. 

Irrigation rates in this main tract are higher than elsewhere. The 
country is very rich, the demand for water keen and the people can well 
altord to jiay. 

The country is not uniform as in the canal colonies of the Punjab, and be- 
ji ^ S 12 G of outlet cau be fixed, it is necessary to consider the class of crop 
and the amount of existing ivell irrigation. It has been the practice in the 
past to nx a inaxiuiuui percentage to be irrigated from all sources and 
deduct trom tins the percentage of existing 'well-irrigation which is likely 
to continue to be irrigated from wells, by reason of its distance from the 
caiial or village water course, and canal water is then given for the re- 
mainder. The area to be irrigated by each canal outlet is thus settled, 
hut before the size of the outlet can be fixed, it is necessary to decide on 
future running of the channel. ■ It has been found that when supplies are 
limited — as they almost always are in the rahi season — it is not a sound 
policy to run short supplies in every channel; for then there are absorption 
losses in every mile. Main lines only are run constantly, while the distri- 
butaries off these are run with full discharge every second week, and thus 
losses are reduced and there is more water for the cultivator. When thei-e- 
fore the area to be irrigated from any outlet has been settled, the size of 
outlet is fixed according to this area, but in the case of rahi irrigation it must 
also depend on whether the channel will be run -with a constant or alternate 
discharge. On some of the older canals all these factors were not taken into 
account, and some of the more powerful cultivators were able to establish 
a right to more than their fair share of water. Efforts have been made for 
some time to rectify this state of affairs, but it is a difficult matter to 
withdraw caital water from any field once given for a certain number of 
years, especially if it has been classed as hvet’ at the last settlement and 
revenue assessed accordingly. 

Lastly, there is the tract south of the Jumna river in Biindelkhand. 
Here the rainfall varies from 35 to 45 inches. Tlie country is often steep, 
and there are rocky hills in which the rivers and streams rise, and these run 
enormous floods in the rains, but quickly dwindle to nothing. Storage 
lakes are necessary everywhere for use when the river supplies give out. 

The soil factor comes in here to a very great extent; there is little 
good mativar and consequently there is vei-y little rice sown. On the Batva 
canal last year only two acres of rice were irrigated against 56,000 acres of 
wheat generally mixed with grain. In wet years the demand for water is 
never keen and even in ordinary years large areas of the retentive black 
cotton soils require no water. In dry years, which are very frequent, water 
runs off the steep slopes quickly, and it is extremely difficult to meet the 
demand with the limited amount of water in the reservoirs^. The countiw 
has been ravaged by famines in the past before canals were introduced, 
and the people are poor and improvident, iiiaiiy of them belonging, to the 
aborio-inal tribes of Central India. It is impossible to charge high rates here, 
and Government does not attempt to do so since all irrigation works are 
looked upon as of a famine protective nature. 

One of the greatest difficulties iu Bmidelkhand is the distribution of 
water in dry years. There is generally little demand tiU the rains fail in 
iber, and then there is a sudden cry for water to save the Jehauf 


crop usually from those cultivators who never take canal ^ water in 


September 

years. If all these were given water, the reservoirs would often be run dry 
and there would be none left for the rahi customers. 

It has been the practice therefore to refuse water except wlieii there is 
any to spare, trusting that at least a fair share of the ic/mn/ will give a 
crop even if reduced, and so the water is stored for the mh. It used to bo 
the^practice till 1920 to utilize, if necessary, the whole of ttie storage a% ail- 
able, to sow as large an area as possible and gamble on the uiiitoi rams. 
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Ucto by tlio C'Jiicf Eiiijiiiccr for Miuliaa. 

\V\i) r.-j!\n 

(."“CL* ;i! II i 3 iy ri'jiiu I i‘> ill" n 111- > ! loll II ,! 1 1 1 ’. ) 

1. (</) ’flip i:iiiii ip't'i iiisp .iiiii >. .itpi -3 .It" . ■ Imii'ii l.p "[i.ii 

(/>) 'I'lio liuiil ipVi-iiup only luniiil I" 1 mi .ii!"i ■ il .1. ipjn" piiliiis: llip 
St.ilp’.i ‘'ll. UP III till' piutliKP. i.p., .1 > |»uip i.iN.itiiiii ; ;ill till' l.utui' uliiili 
Viiry till* iirotiiii tivity m- v.iliip ni ilu' l.iini mi.u t Imiii iln* pi’ikp ul u'.iipi' 
for irri^Jtiiiioii ■ -ilioiilil Ip- h.."-."'! in ii,\iii;: tin* rntr. ppi' ip'ip niidpr t!ii;i 
Iipiul. .'^iK'Ii fiictor-. umild l.p 1 l.i- o'lii-at ioii oi -.oil, avsiil.diilily of Wiitpr- 
sii[)ply aiid cli'.'-'i of .■lourip, etp. 

(r) 'J’lu! Iiiiid rpk'pinio ‘.lioidd In* ;i -p^ipd iiiidpr tlifoo liPiid.'S : (i) 'I’lio 
land (ax projiiT — poirp-ipoiidiii!: (o tlip Miy ralp.’ (ii) a f.iii'cliar,pi‘ a.s''p.s-.('d 
on flip iiasis of avail. diiliiy of w.-itpr and cl:!.' s of sonrcp, and (iii) in tlio 
ca'.e of jirotpctivp udrlt.-i or hind.', uhirh laltp wator only in unfavonraldo 
.sea‘'on.s, an ‘iiiiiirani'o u-a'. 

Tlenis (ii) and (iii) woiihl inclndp what is now .soinpliincs Icnown as a 
‘hettprnuMit fro' and tlip 'sliiiro of luiul n'VC'iun*', and .'ihoiild lio rroilitod to 
irrigation fnnd.s. 'I’lio wliolp of the taxation nndpr (p) .should ho roLOVprjdilo 
as arreans of land rovenuo. 

(d) Tho 'watur-r.'itcj’ .should ho a pi'ifo for the walor, fixed hy thi> 
eo.sb of production. 'I'his would ho rocovorahlo uiidur agreenicMit. A clau.so 
has heon ineludod in tho DIadras Irrigation JJill niidciiig such agrceiuonts 
run with tho land and hinding on heirs and assigns, 

2 . Under this .system, even sniiposing tho i-yoLs declined to take tho 
water when it was availahle, llioy would still have to ])ay ti tax for the 
facility offered, hut such a contingonci' is unknown in Ihi.s ’Presidency in 
cases wliorc tho .soil is suitahlo for wet cidtivation, 

a 



and V ^ legitimate forms of taxation 

rfftTii ^ 1 common iritii other forms of taxation. 

Item (d) however is the price or a commodity. Ordinarilv, the position is 

iSeh^tL'^ ^ certain cpst on 

n eii tne pi ice m based. Qlm pr.ce is. m fact, determined by the coit of 

prodnction. and if the consumer cannot or will not pav this price, the 
necessary works cannot _ be constructed,, and therefore he cannot have the 
■water, ii, appears lUogical and is also inconvenient to treat the price of a 
comniodity, which is already automatically determined by the cost of pro- 
cluctioii, as taxation, and therefore subject to arbitrary modification. 


4. To make the water-rates uniform, irrespective of the actual cost of 
the wat.e_r, as siiggested by the Punjab, p'ouhl be inconsistent with the 
above principle, but o_n a settlement or resettlement of land revenue, the 
availabuit 3 - of a relatively cheap or expensive svipph* of water should bo 
taken into account in assessing the surcharge — (c) (ii), paragraph 1. In 
otner words, the tax claimed^ by the State should be jii'opoi'tionateK' greater 
where the siipplt* of water is^ cheaji, and less where it is expensive. This 
m in accordance with the principle that taxation should be proportionate 
to the net profits or taxable capacity, regarding the land revenue as 
analogo^ to income-tax, or supposing the land revenue be regarded as 
‘mut\ it is consistent to vai\v the ‘rent’ in accordance with the facilities 
offered. 


o. The Punjab proposes that the water-rate should varj' (a) with the crop 
and (b) periodica ll.v with reference to prices. In accordance with the 
principles stated above, the water-rate should be reduced only when the 
supply of water available is insufficient for the crop, i.e., when the contract 
is not fulfilled. If the need for remission arises from any other cause, the 
remission should jiroperly be effected under the land revenue bead (cj (i), 
paragraph 1. 


Variations of water-rates with reference to prices would be difficult 
to effect equitably, apart from being contrary to the foregoing principles. 
Ordinarily, when the prices of produce rise the cost of labour also rises. Tho 
proposal practically means treating the water-rates on the lines of a ta.x 
on profits* or income-tax. If this factor were to be taken into account, it 
should be provided for under the land revenue head (r) (i), paragr.aph 1, 
or by introducing a fourth siili-head into the land revenue — paragraph 
1 (c)^wliich would be practically’ an income-tax suWiead. I think there 
would be considerable difficulty in carrying out the proposal, though it 
might be equitable in principle. It is very desirable to avoid unnecca.'^ary 
comiilicatious. 


6. The Punjab suggests that irrigation should be treated as a whole, 
profits oil the more favourably situated schemes going to make good tho 
loss on others, i.e., pooling the proceeds. This would apparently involve 
the complete separation of irrigation finance, as has been done in the 
case of railways; I should be fully in favour of this arrangement. This 
pooling system has ver.v much to recommend it. "With self-cont.iined 
finances apart from general revenues, pooled profits, and a sclf-coutainal 
organization for the major irrigation works, ive .--hould bo in a position to 
run the concern on bnsinesc lines and administer irrigation finance in the 
■way sugnosted by the Punjab. This would ineaii lliat we could devote a 
portion of our net profits direct to the service ot loans tor new irrigation 
works. The fact that we are making, su.v. IG per cent on one projeit, 
is not at jiresent held to justify the coastrurttoii of aaollier project which 
will barelv cover the .service of the loan. In the financial year I02.J-2I. 
the net return on ‘pi mluctiiTe’ works, after deducting mainienaiue and 
working oxnonses including establishment, and iiuenwt on Io.in>. w.is 10, '2 
per cent. The corre-'ponding figure for ‘productive' and •non-j)rodnctivc’ 
works together was o.91 per cent. _ hut the profits aio credited to the 
general revenues and every now project has uiianciaiiy to justify itsclt in- 
deneiulentlv. In this Presidency the cheaper sources oi supply have been 
exhausted and future works of any importanco nitist be storap norm's, .-.oim* 
of them ‘jirotcctive’ works, and as irrigation ncei'.es ;;ltcgetlier nmunjimte 
credit on account of indirect receipts, it will not le e.isv to jn-tuy vimo 
of those now works on a financial b.i.sis. Rut under the system ed i, 

the Pnnjah. if I have interpretc'd it correctly, the oroiits winch wmi.d le 
credited to the irrigation ‘pool’ would have to he deductMi irom Jie 
general revenues, and if general revenues could imt nfiorcl to ’ 

works under the present .sy.stein they could not affoid tin- d^duc.-m. 



7. TIio I’liiij.il) luopo'iLS lliiit till* ratt'o ^limilcl lio unil'onii. llii'» 
nr.vctiv'ijll.v tin;.ui.s a iiooliiii; ol (Oits, tlio clit'.ipor worl:;! in I'iicct payuifj 
part of tlio rust of tiu* inoio oxin'n'>ivo oiu‘.>. A-sunuii!: tliat llii.s would 
applv only to tlio artiial aator-rato (-co paragraph 1 f</)] tlioro would ho 
iiianv ativaiUaj^o-', hut iii any fa-'^o it cuulu imt po-'‘»ihiy ai)piy to luo oldor 
works; o.;'.. tro.uinji tin* iua]<»r w«u'ks as a .•iu^^Io routcru, it would porhap.') 
ho fair t^j iuca^’aso iho walor*i •ito,s iu ilu* (<*)tia\ari and Jviil)ia deltas and 
rodiu'o the Us. lo rate fi-Xod for the lofoutly samlioiual t’auvorv-.Mottur 
Project, hut tlio ;;ouoral oppodtifui to suih .1 '■ilu'iiio uould, I tliiuk, ho 
too strouii. 


S. 'I'ho tViUral Proviiuoi do.ils uitli piotcitivo worlis. This cla.s.s of 
work will ho of cro.it iiiipori.iiico iu thi> Pjo.idoiiry iu tho iimuodiato futuro, 
siuco t\co out of (ho livo l.iijto project* iu view aio ol this typo. 1 ho 
.s\.stuiu iu view iu thi* I’l e .idoiuy, .»* iu tho ( outial I’loviiuc*, i* that _ot 
a's'icoiiiouts : hut ahioi'.i. iu tho'(’i-uH.d Pioviiiic* tho a)tnouiout. aro for 
a^toriu of \o.u^, iu ihi. Picidoiicy they aill ho, uudor (ho provisiou.s of 
tho M.idras lrrij;.iliou Hill (-lo s,-, tioii .'>s), iu poriioluily. 

0. 1 a,',!*;** with ih«> (Viiti.i! Pmviiuc- juiuciple th.it r\ot* who uiako 
.1 couti'.ict should pay le s iliau i\ot-* who t.iso wal*'r only ou diuiiaud. 
1 cousiilor howoior th.il iu ilu> c.i.i* of .dl piiijiit* .ill lultivahlo hinds which 
.iro cuuuuaiuicd .lud iiuliided m the if.'H.it 'hould i).iy tho full ,is‘,t>**od 
taxes uiuh'C .ill thici* ectioii. ol tho l.iiitl lovt'iiiio lie.id - ' par.i(-tra[di 1 (r)-- 
wholiior tlioy t.iko w.itor or not. Tin* piiiiciplo oi toinpul'ory p.iyiuout ol 
r.ites or t.iXes iu iciurii lor .uiuaiit !••• uaiiloi'd .iv.iil.ihio to tho loiiijuuiiity 
hy tho loi.d .luthoritic. or hy tho .stt.ito i. .111 e .l.ihli .hial juiuciplo of 
ta.xatiuu, and 1 fail to ■'co why it .houId not ho applied to irrittatiou 
/iictlilu's. Tho chaii;o lor w.ilor- |>.ir.i;':i .iph ! (•/)- should thou hi> r.-- 
covoied from tho>(* who n o ilo« water, either uudor .iftieemeiit or 011 doiuaud. 
Iu laiscs whoio ‘deiii.iiid' .up(dy i. uoi j'.u.ii .iiit* oil, tho ‘iiisurauco rato| — 
■section (.iii) of the l.iud loVeiiu*- ho.id. pai.i;'.r.iph 1 (cl- should not ho levied 
hut the wati’f-rate should lx* hiithor. > 1 . iu tho Coutr.il Proviiu I'.s. Tho 
laiidowiiors sluudd also ho out oui .uted to loiupouiid [i.irt of the water-rate 
hy payment of a lump *um per .e io wliiih would Im ciediled to tho vtipital 
accouitl of tho project. 

10, Tho note hy tho ('hief Hujtiueer for IrriKaliou, United Provinces, 
deals with a uumlier of irrij'.itiou details. I am not .1110 to what extent 
information of this kiml is re<iuiiod hy tho 'I’aNatiou !'hii|uiry Commitlee; 
so 1 am not ki'ii'K tietails of ihi* kiml. With leo.ird to di.strilmtiou and 
mothodij of chari'iut' for water, there is. however, mu* point wliieh f rof'.ird 
Its of ;;reat importaiue — the priiieiplo of pa.vmeiu ou moa-suiomout of water 
instead of per acre. 'I'his has heeu <-ojisidered ou one or two ocea.siou.s iu 
this Presitleiiey — not very .seriously perhaps, ou aeeoiuit of tho tlitlieultie.s 
wliieh would have lo he surmounted. I am personally convinced that this 
is tho ideal .s.vstem. I am not |)es,siiuisiie as to the diilleiilties iu tho wa.v — 
they aro mainly faetors which at preseiil impose diflieulties iu eouuoeliou 
with certain other administrative reforms. 1 do not sii^uest that tho chauoo 
could ho ctFected at oiieo iu existiu;' irrii'atiou .systems, thout'h f consider 
tho .system could ho started under new luojecls. In any cn.so, tho accO[)tauc:o 
of a priiieiplo its an ohjeelivo is half way to practical atcomiili.slimout. 

11, In theory, jiaymcnt for water is oven now hy (|iuiutity. Tho charge 
i.s levied at a fixed sum per aero. Tlio supply is calculated at a certain duty, 
so on tho average tho charge i.s for .so much water (ler aero. The dis- 
iulvantago of the present .system is that there is no iuducomoiifc to economy 
iu the itso of the water, and owing lo extravagant use tho supply provided 
is much more than i.s rofiuired. Kach u.ser tak'es as much as lie can got; 
those more favourably situated iu tho upper roaches of canals and ehnnnol.s 
take too much and those lower down frequently .suffer. Tho oxcc.s.s water lias 
to bo removed hy expensive drains. Tlio .soirhocomos water-logged and the 
deleterious effect of this ou tho .soil is cumulutivo. 


12. In the conditions obtaining iu this Prc.sidoiicy, tho question of 
economy of water is of predominating importance. Tho cheaper .source.s 
of supply are practically exhausted. Tho much larger sources still available 
involve expensive storage work.s. Tho Godavari and ICistna direct-flow 
systems can supply ivater at Rs. 5 per aero and pay a return of 17 and 16 
per cent. Tho Cauvory-Mottur Storage Project with a water-rate of Rs 16 
per acre will only just cover the .service of the loan. Yet ive have hvrfro 
areas available for oxtoiisions_ of irrigation by direct flow at small eo^t 
but cannot extend because existing irrigation is working at duties Uw 
as 20 acres per cusec instead of 70. In the case of existing irrifratioi^it il 
VII-30 



iq. The outstaiicling difficulty in the way of sale of water bv measuve 
getting the ryots to co-operate and work together, 

fnVn omoii ^ because of the subdivision of the land 

into small lioldings, each ot winch has to be supplied separately. The 

of small pipe sluices is an added cause of'extra- 
ragciuce and difficiilt 3 ". An incidental difficulty is the haphazard and 
‘‘'■‘■)'"SO'«eiit of the holdings as compared, for instance, with the 
winV/tlons^”*^ colonics, where the designers were unfettered by existing 

A second difficulty is inherent in the system of continuous flow. Under 
tins system it is in practice much more difficult to maintain a uniform 
supply at certain seasons. (This difficulty is less apparent under a storage 
system.) Ihe system was introduced some years ago in the Godavari and 
Ivistna deltas, mainly with a view to render the supplies more automatic 
and less dependent upon the subordinate staff, but I doubt whether the 
change has made any marked difference in that respect, and I do not consider 
in either economical or efficient. In practice it has undoubtedly proved 
unsatisfactory. 

The third difficulty which has been put forward is the cost of suitable - 
modules and the loss of head involved in the use of a module. 

14. As a means of ultimate^ reaching the ideal of payment for water hy 
measurement, I would adopt the following scheme as a tentative anil 
intermediate stage: — 

(ft) Select suitable areas for the experiment. 

(b) Group the holdings under a suitable distributary. 

(c) Allow through the distributaiy head sluice a 'normal’ discharge 
at a very high duty. 

For this supply a ‘normal’ water-rate per acre would be charged, this r.ate 
being considerably below the average in adjoining areas. Water in addition 
to the ‘normal’ ’supply would be given on application. All excess -water so 
supplied would be charged extra at say, three times the 'normal’ rate per 
cuLc (based on the ‘normal’ duty). This extra charge would be distributed 
over the ayacut on an acerage basis. The alternative method, which would 
possibly appeal more to the ryot, would be to fix the normal duty 
sSiewliat low, with a relatively high water-rate, and allow a rebate on water 
saved instead of a surcharge an extra water used. The Uiird method uhieh 
would probably be the best --would be a combination of the first tw’o, fixing 
a suitable duty and allowing a rebate on savings and making a surcharge 

OH OXCGSS 

Th This svstem would require supervision by reliable stafli and should be • 

under a new project m ^ ® concerned, aided by the Agricultural 

m nicessLy to explain the system clearly to the 

Department. It would ne necessaij would tend to popularize 

iyots, and the Publication of successful ^ 

the system. As a resu t of P.ejsonal it would tend to 

kind would be favourabl.-v insupLable difficulty in applying this 

sSmr^anTirooaU J developed g.-a<lu»lly iato a complete system of 
payment on measurement. 

Mr Hawkins gave oral evidence as follows 
no Q.-yoa are the OUief lL..|!i«=er tor Irrisafou? 

q'-Ym are also in cl, algo of the l.ylro-eleotrio sinveyf 
A.— Yes, • 



i)r. Ryder. Q. — You divide the connnercial or boini-conuuereial uudor- 
takiiigs into four classes, and you are specially interested in item No. (1) 
wliicli includes posts and telegraphs, irrigation and State-owned liydro- 
electric undertakings. You have given a very clear statement, but I should 
like to ask you a preliminary question. You say, “All these services, 
however, contribute directly to the commercial and industrial development 
and prosperity of the country, and the economic limit to taxation is the 
point at which this development would bo adversely affected. Subject to 
these limits, the ‘tax’ or charge in excess of the ‘bare return’ as in the 
case of any other form of taxation, should bo dictated iiy tho_ financial 
requirements of the State”. Why don’t you apply the same iirinciplo to 
irrigation ? 

A.— I do. 

Q. — ^You would not charge these items under item (1). 13ut you would 
charge the bare cost of water? 

A. — I would charge the bare cost of water as water-rate and then I would 
treat what I call taxation separately altogether. 

Q. — That is why I ask you, when you apply one principle to these 
industrial development schemes, what is the reason for your excluding 
irrigation from it? You subject lands which you irrigate to taxation. 
You would not do that with regard to industrial schemes. Why? 

A. — ^In the case of agriculture, if we regard this as an industry it is 
the industry which is taxed in the form of land revenue. I Avould vary 
the ‘tax’ with the facilities, one of Avhich is the supply of water for irriga- 
tion. I would not, however, impose a direct tax on the supply of water. 
The taxation side of irrigation I treat us part of land revenue. 
Similai'ly in the case of a Government supply of power the industry which 
it serves pays income-tax on profits. Tho source of revenue would be in- 
creased by the development of industry resulting from a supply of cheap 
power. I do not see any advantage in taxing the power separately ami 
thus in effect iiutting up the price of the power and discouraging its use. 

Q. — quite agree with you that the first requisite is cheap power. That 
means you are giving a subsidy to the undertakings if you supply power 
at the cost price. Why don’t you apply the same principle to irrigation? 

Dr. Paraiijpye. Q. — You charge for water at the cost price and you 
take a share of the jirofits in the land revenue. In the case of power 
the same principle would be followed by charging it at cost jjrice plus a 
tax on the profits made by the industrial concerns? 

A. — You mean profits made by the user of the power. That is what 
I mean. The tax on profit is recovered in the ordinary form of income-tax. 

Q. — ^If Government gives cheap i^ower to industrial undertakings, the 
Government might make it a condition that any profits made over and above 
a particular percentage will be shared by the Government. 

A.-— I think that is done even now. Does it not come under a separate 
head in the income-tax returns? 

Q. — No. When a concern uses the cheap power, Government might 
say 6 per cent will go to the commercial undertaking and the remaining 
profit will be shared by both of us. 

A. — I think it is a very difficult thing to do. 

The President. Q . — ^You are drawing a distinction between the big 
profits made under irrigation and the small profits under industrial concerns. 
Supposing they are both the same making the same profit, will you still 
draw a distinction? 

A. — do not draw anj’’ distinction in principle. 

Q. — Wliat you are doing in each case is that you are charging for 
commodity at its bare cost. After that you leave it in one case to 
oi)eration of laud revenue and in the other to the operation of the income-t 

A.— Yes. 

Sir Percy Thompson. Q. — My difficulty is this. I do not think irrigat 
and power are the same thing. For this reason, that anybody can take 
power, and in that case you do not select the beneficiaries. But in the 
of irrigation, you have to select the beneficiaries. If you let a man h 
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the u-ater at the coat price, you are giving him a big increment, but yoli 
aie going to take only the bare cost of water. I do not nuito see why 
these selected people should get off with the bare cost of water. 


A. Tn all cases we .should charge the bare cost of water, but irhat 
I noulci call the taxation side, that is to say, the share of the produce, sliouid 
be kept altogether separate. It can bo fixed on a taxation basis. Jn iho 
ca.so of power aud water alike, only those who are witliin reach of it 
and whoso paiiticuiar industrial pursuits enable them to use it can take 
advantage of it. 


Dr. ILydcr. Q. ^^Vhy don’t you charge j’our water-rate on the priuciplo 
of what the traffic would bear? 


— lake a concrete example. We have just started the Mettur project. 
AA'e have based the water-rates upon the actual cost of the water. There 
has been a good deal of discussion over this matter. We liavo had to 
push the rates up to Its. 1.5 an acre. There is another place where the 
local people want to have irrigation vciy badly. Tiiore we worked out a 
scheme, and we hai’c come to the conclusion that we cannot do it for 
anything le.ss than Its. 28 an acre. 

Q. — You say the people are willing to pay Its. 15 an aero? 

A.— Yes. 


Q. — Then it seems to me that Its. 15 is nearer the correct water-rate? 

A. — Yes. I am all in favour of pushing up the water-ratc.s where they 
are low. I have always considered that tiio water-rates under the Kistna 
and Godavari schemes are alisnrdly low. lint where sucli an increase 
over the actual cost of the water is made, it becomes taxation, and .sliould 
1)0 dealt with under land revenue, 

Q. — Sir Percy Thomp.son has just iiow said tliat in the case of power 
anybody could take it but in the ca.se of irrigation, it i.s used only by sonio 
people. Don’t you think the real fact of the matter is this. 'J'be number 
of people who take water is much greater than the people who would 
take any power that you supply. If you give cheap power to the people 
you will be benefiting only few people who can afford to take the power, 
but if 3 'ou give water at the cost price, surely, you will bo conferring a 
benefit on many people from whom you take money. In the case of power, 
the benefit will be only for a few i)cople. but in the case of irrigatimi the 
benefit will extend to the large majority of the people. 

A. — 1 do not thiidi 1 can accept this statement. 1 am taking a inmii 
wider view in this case, lliat is. promoting the pro-sperity of the country 
as a whole. 

Q. — Considering that land is your first asset, don’t you think tliat tiie 
benefits of your irrigation scheme wonlil be enjoyed by greater miml)er of 
peojde — almost all of wliom are poor — ilian the l)enelit..> of your power .scliemt? 
which would be enjoyed only liy very few peojjle who would bo relatively 
smaller in number than the agriculturists? 

A. — I would not iiccent the tlieory that tlio power would benefit only a 

verv few people. I think in the long run it would benefit a very large 

lunuber of people, llv the supply of power, you will havo iuerease rg’ employ- 
Jiiout and you will have increased prosperity due to the impiuveinent of 
imhistrial eoneerns, 

Q. — 1 will ask you if the figures under the agricniiurat employment will 
be lo.ss, greater or eipial to the ineremse in the imluslri.i! employment, 

eoiisidoring the fact that the land will aluavs rem.iin as an m.-el m this 

I’residemy. 

— [ -.vgree eutiiely with you ituU agrieulnue will iei(i.»!n liio si >p!e 
industry. 

— ilav 1 refer you to your tune on w.itft-r.tles. ^ou -ay. iujjjiI 

tliffieuliy i.s'inbetent in the system of continuous flow, rndi-r tbi» .y nem 
it is ill praciiio nunb umie difiii ult lo uiaintwiji »v uninum .aijiidy at (vrt.im 
se.i'-ons”. Vou mean (oiuinuous liow ftom ,i liver *ir a i.tiia!:' 


A.—l mean a ranal. 

Q.- — l.s it not mui’b moio ilitiicult t‘> get .i < ontinuoi; . 
c.in.di tb.m in the e.i.e of civei.t,"* 


ifoW oS Vk.itcr lltlih't 


.V.- 'll is nut a jioiiit in wbirli ail tb*' >t ri.aatmu ci 
Tberi* are two .iluiol,. tliu' i' in l.ivoii* <>! « ontiniiot:'. do.,' 

ftjc evUct i. wt fsVosif' 4ii 


*.’1 .i 

tsi water, vnd 


Q. — Thon you would liko the lulroduvtiou of llio syhtoiu ol giviuj^ water 
by volume? 

A. — Yc.s, I am very s(rouj;ly iit I'avuur ol it. 

Q.'— What pravlival ^u^r^u^l^ou woukl you like to make iu (his 
couneclion? 

A. — I would try l<> seleeL suitable areas lor experiiiieut.s. 

Q. — 'I'heu tlieie ate two diliiruilie.s. that is, Iioldiip's aie .seallered and 
thsit they are too tuauy. To wiutiu would you t^ive this wat«'r. to tlie 
people of eertaiu villattes or aieas;- 

A. — We .shall have to iutroduio the .sy.tem with ^leat caution. Our 
;iim should Ite to t;et the »o-operatiou <u tin* i)i()p!c as lar as possible. Su 
dottbt it is a very <litlieull problem. 

Q. — WouM you eiitru-ii it to p.imhayats.' 

•A. — Certainly, it we h.tvo jvioil p.iiich.iy.its. | wouM p.ive it to them. 

Q. — 1 tiiulerst.iud you h.ive iu this PicsideiicN p.wieliayats much moie 
developctl than elsewliere. so tlieie won't lie .my diliiculty. 

.V. — I should not s.iy tile panch.isat s\stem has been .m outstandiiut 
•sttecess .so far. but I tbiid; we < ou'd tiy tbe’e p.iucb.ix at s lor i-o-operat i vi> 
distribution. 

T/ii: 1‘ri'sUlriil . (,l.~ 1 lliiuk \ou ;ue s],i..dviiu; of water-rates jiam bayat 

A. — Yes. I am speaking of iirij’atum p.uubayats. 

Or. Ooiiini/i'ir. — Have \<ut i;oi aiis laidw pancbavats as they have 

ill Mysore? 

A. — I don’t tbiiik we have them here. 

Q. — Do you thiidi it woiikl be .stitce'sful ? 

— Ye.s, I tliiiik it minbt be siiciesslul. I have already propowd 
thc.so paiteliayats iu some ease'. 

Dr. Under. (J. — Where you have taidts, could you not introdiico lliis 
measure? 

A. — [ do not know whether it is po.ssible in all the plaee.-.. 1 have not 
eousitlered tlii.s matter from the point of view of tank irri;;ation f'eaerally, 
ljut 1 have considered only from the point ol view of eiiauuol irrijratiou. 

The Orc.sidvnt . — You have aetually a iirovisioii in the Irriyatiou Mill 
for both the paiteliayats and unions. 

Dr. Jlijder. Q. — I .shouhl like to refer you to the (J. IG. You say: 
“There can bo no doubt that tho Stato is entitled to ta.x the iiiereaso iu 
vulue.s. This would ho a betterment lax, Imt the option mif;ht be ftiven of 
compouudiut;. Such compouiidiiig fees .slmuld be aiipliod to tho reduction 
of capitalization of tho project*’. Tho point that occurs to my mind i.s this, 
'riiero would bo tlio-e clmrues for the ryots to (lay. Fir-sL, tiiere would bo 
the water-rate which would correspond aeeordiiig to your view to tho hare 
cost of supplying water; thou you will have land roveuue. and on tlio top 
of tho land roveiiuo you will Itavo a surcharge which will vary according 
to tho reliability of the water. Surely when you liavo iimdo idlowauces for 
these thiug.s, do j-ou think there would be much loft for llio man to pay any 
tax oil the increase iu values? 

A. — I am afraid this is a point which f have not made clear enougli. 
My whole idea is that w'c should charge for water priictically at tlio cost price. 
But one fact may bo urged against this, that iu some cases of jirospectivo 
new irrigation wo have nearly reuelied the ceonomie limit in tltis Presidency. 
Therefore what I meant was this, that wo require a great deal of extension 
of irrigation to-dajr. AVo have a number of projects in vietv. Wc find our- 
selves iu tho position that w'o cannot make tho waiter available e.xcopt at 
very high prices. My wdiole meaning wais that w'o should charge for tho 
actual cost pf water, simply because, if w'o charge more, it w’ould go beyond 
tho economic limit of tho people. AVo should, theroforo, charge w’liat tho 
water costs. AVcll then, if in any particular case the cost of waiter is 
below the economic limit, it is open to the State to impose any fui-tlier 
taxation. In one place, the waiter costs Ps. 15 and therefore w'o would 
charge Rs. 15. In another place, it costs only Rs. 5 and therefore W'e 
would charge Rs. 5. But jt is open to tho Stato to increase tho taxation 
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01 laiici iGTOUuo ill tlio latter area on tlie ground that the water supply is 
cheaper. There is another reason for that view which I would press 
strongly. It appears to me most inconvenient and most illogical to treat 
the price of irrigation water as a tax. Supposing, for instance, in one 
case the water costs, say, Rs. 15, to my mind it would be foolish to say 
that it should be supplied at Ils._ 10. Then su^jposing we can supply 
water for Rs. 10 and the Legislative Council says it should be supplied 
only at Rs. 15, it is equally illogical. My whole conception is that these 
public services should be at cost price. It does not matter if it is electric 
power or anything else. It should be supplied at cost price. But it is 
open to the State to tax the industries, agriculture or others, which profit 
by the service. 

Q. — ^You would not like the State to make any profits out of these? 

A. — To my mind it is quite legitimate, but it should be under the 
taxation head. 

Q. — To the ryot it matters very little one way or the other. 

A. — It simplifies^ the_ matter. I have discussed this question with many 
members of the Legislative Council and they all seemed to agree with me. 
The moment we take this view, it clarifies many doubts. 

Q. — ^Are there many insecure areas in your Presidency that are subject to 
famine P 

A. — Oh yes, very many of them. 

Q. — In such cases, don't you think that it is the duty of the State to 
supply water in the interests of the general good of the country? 

A. — Yes, I quite agree with that view. 

Q. — ^Was that not the idea with which the irrigation schemes were 
originally started? 

A. — ^Yes. 

Q. — My implication is this. The State should take a larger view, 
because it will be seen that the economic life of the people in this Presidency 
is not very secure. You should, therefore, agree that the duty of the 
State is to construct these canals and make the life of the people more 
secure. 

A. — Certainly. 

Q. — ^Even if it costs more, you will advocate this policy? 

A. — Yes, but there are limits to this. For instance, we are iioiv 
dealing with one such scheme. I have been endeavouring to work up 
a iiroject in the Ceded districts. I have taken up the Tungabadra storage 
liroject. The estimate noiv works out to about 23 croresj which renders 
it in the form originally proposed financial^ inqiossible. If that project 
were undertaken, it would involve an annual loss of revenue of 73 lakhs 
of rupees. That means the State will have to contribute from the general 
revenues. 

Q. — ^You say the capital cost is 23 crores, and you estimate a deficit of 
73 lakhs of rupees every year? 

A. — Yes. By this the State would have to find 73 lakhs of rupees at the 
cost of the general tax-payer. 

Q. — ^Don’t you admit that the general tax-payer in the jNIadras Presidency 
is the agriculturist, who forms 70 per cent of the population? 

The President. — 70 per cent, not of the population, but of people who 
pay taxation. 

Dr. Uyder. Q. — I mean the whole people. 

A. — ^That I cannot say. I should like to see the statistics before I can 
reply to this question. 

J}r. Paranjpye. Q. — Don’t you think that the Tungabadra proj'oct would 
at least benefit 5 per cent of the pcoxdc of this Presidency? 

A. — I cannot give you any proportion. 

Q. — As regards the system of charging by volume, have you seen 
!Mr. Galletti’s scheme? Do you think it is possible? 

A. — think it is possible, ft follows the ftalian model. That would bo 
ultimately possible, and f don’t see any reason why it should not bo successful 
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but we will have to work up to that. The whole cliflicully is to make the 
system workable. Wo must have the eo-oporation of the people concerned. 
If there are large holdings it would be easy, but if you have sub-division 
of holdings, it will be very difficult. 

Dr. Uijder. Q.— Could you do tin's in the zamindari areas? 

A. — 1 think you could make a .start. Tho main advantage is economy in 
the use of water. If water cpsts Ks. 25 an acre, wo must train our people 
to be economical. 1 can imagine no better way than to lot them pa}' for tho 
actual water used. 

The rresklent. Q. — If you .soil it to tho zamindar, ho will .sell it at a 
profit to tho ryot? 

A. — Possibly he would. 

Q. — That is not a thing that has been provided for in the Irrigation Bill. 

A. — No, it is a point to bo considered, 

JDr. Paranjpuc. Q. — ^But there are tenancy laws in zamindari areas and 
you can apply those laws presumably to tho charge for water. 

A. — Possibl}'. 

Dr. Di/der. Q. — You would have the zamindar moroly as an intormediary 
to collect the water-rates, but they will be actually realized with the help 
of the harnaiii and other revenue officials. 

A. — The zamindars are entitled to water. 

The President. Q. — You would find that certain number of people claim 
a title to irrigation within a certain lump area and_ that the total of their 
titles is more than tho total of the lump area. If A is excluded, he sues and 
gets a decree; then tho zamindar excludes B, who sues and gets a decree 
and so on. 

A. — ^Yes. 

Dr. Kyder. Q. — I am cpiito ignorant of the conditions in Madras, but 
aren’t your ryots waking up and becoming awaro of how much they have 
to pay? 

The President. — The trouble is thi.s: You have an area of 100 acres 
and ryots who claim rights to irrigation, the total of which amounts to 
110 acres. The zamindar excludes A who has 10 acres, because the area 
you have is 100 acres only. A sues and gets a decree for irrigation. 

Dr. Uyder. — They ' would get tired of going to the law courts and 
ultimately they would come to an agreement since the zamindars’ interests 
and the ryots’ interests are bound up, 

A. — I don’t see any signs of that taking place. As I say, the system 
would be tentative. We shall have to advance slowly and carefully. 

The President. Q. — Does the Irrigation Act deal with maniul wet? 

A. — ^Yes, but it was cut about in Council. 

Sir Percy Thompson. Q. — ^As I understand it, your scheme for charging 
water-rates is to put on a charge which will cover the bare cost of construction 
and maintenance. 

A. — ^Yes, with a slight margin for fluctuations, 

Q. — Then you would allow the State by means of its taxing machinery to 
get anything else out of the beneficiary in accordance with the benefit that 
he gets? 

A.— Yes. 

Q. — ^That may be the best scheme possible, but does it not involve this 
difficulty? Suppose under one scheme you can make a profit on water if you 
charge a watei’-rate of Rs. 5, under another you cannot make it unless you 
charge a water-rate of Rs. 15. In order to equalize the charge between the 
two sets of people, won’t the State by means of its taxing machinery have to 
take the whole Rs. 10 for itself? 

A. — I should think so probably. You ivill have to pool the taxation. 

Q.— Don’t’ you get the same result by !}, short-cut if right from the begin- 
ning instead of Rs. 5 you charge Rs. 15 all round, the Rs. 15 being determined 
by what people generally would be willing to pay for the benefit of water? 
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A. — One clifRcultj' which would be unavoidable in tliis is that there is an 
element of income-tax in it. If one man has very good land and near to 
markets, etc., he has very great facilities and the supply of water he gets is 
worth more to him than to another man. You must allocate your taxation 
accordingly. In effect it is done now in fixing land revenue. .At present the 
class of soil, the nearness of water source and other conditions are taken into 
account. Otherwise you would not be allowing any margin for fluctuation of 
amenities. 

Dr. Paraiijpye. Q. — You don’t accept the principle of equality suggested 
by Sir Percy Thompson? 

A. — It comes to that. 

Sir Percy Thomjjson. Q. — I am going to presume that two blocks of land 
are represented by A and B, both equal in point of facilities for market and 
that both benefit to the same extent if you could put water on them. You 
could put water on land A at Bs. 5 and on land B at Es. '15, and the 
people on A are perfectly willing to pay Es. 15, if required. But you only 
charge them Es. 5. You say you would leave the rates to be squared up by 
the State tax machinery? 

A. — Yes. 

Q. — In order to do that, you would have to charge block A Es. 10 more 
than the other, and I can’t quite see the machinery by which you can get this 
Es. 10. Why should you not take the short-cut of charging Es. 15 as water- 
rate ? 

A. — If you do that, you would first of all have to assess the actual cost of 
water for the project and then assess the amenities, i.e., the nature of the 
soil and so forth. It would be more difficult to do this. There is the Cauvery- 
Mettur project where the water costs Es. 15 and there is the Godavari and 
Kistna deltas where we can supply rvater for Es. 5. What machinery i.s 
there by which the water-rates could be raised from Es. 5 to Es. 15? 

The President. — That could be done under, a Government notification. 

I think Government have power to raise the water-rates by notification. 

Q. — ^Aren’t you in an extraordinarily illogical position in charging one 
man Es. 5 and another Es. 15 in exactly the same kind of area and for 
exactly the same water? 

A. — should submit that it is not illogical. We are charging the price 
for the commodity. 

Q. — ^What do you mean by price? 

A. — ^The actual cost of water to Government. 

Q. — ^IVhen you purchase a hat, you don’t pay exactly what it costs the 
man, but you pay its cost plus pi'ofit. 

A. — ^I am coming back to the principle of the State service. 

Q, — ^What is the objection to the State making a profit? 

A. — ^I have discussed these things with a good many members of the 
Legislative Council and 1 have found that the moment you say that the 
State is making a profit, they raise an objection. Generally, there is a 
feeling of objection to the State making profits. 

Q. — Isn’t that the very thing modern States are aiming at? I will read 
to you an extract from a passage about the hydro-electric schemes in foreign 
countries: “In Sweden the revenue from the business undertakings of the 
State has developed quite as markedly as the public revenue as a whole. 
In 1913 the capital iirvested amounted to 1,020 millions kroners or more 
than two-thirds of the funded State debt; the yield was more than 57 
millions against a. total debt charge of 23 millions.” That is modern State 
socialism. 

A.— It all depends upon AA-hich method is accepted. It is partly a theory 
and irartly irractice. 

Sir Percy Thompson. Q. — I am not thinking of the political difficulties 
at the present moment. 

A. — ^To a certain extent, I am. 
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7?r. Pdranjpi/e. — The cciuiilifcy ol’ tlic Lwo pieces oT land suggested by 
Sir Percy Thompson does not hold good in all respects. Ono is more favour- 
ably situated in regard to availability for being irrigated, and the other 
is not. 

The President. Q. — Isn’t that so in the case of new laud under MetturP 

A. — ^Yes. In the Godavari, for instanco, the water costs less : there 
is a natural facility for irrigation. In Mottur it costs more because tho 
water has to be stored. 

JDr. Hyder. Q. — ^Lot us keep out tho political difficulties and come to the 
theoretical difficulties. There can bo no theoretical limit as to what the 
tenant can afford to pay. Should tho State try to fix tho value of the 
water, the people who take it would say that tho State is unconscionable 
like a monopolist, but at any rate as regards tho cost of production of water, 
it is quite definitely known. 

A. — That is my idea. 

Q. — ^But there is no definiteness about what the water is valued at. 

A. — It is a question of assessing taxable capacity. 

The President. Q. — ^You have had very considerable experience in the 
Government of India? 

A.— Yes. 

Q. — Do different provinces agree in their method of assessing what the 
water costs? 

A. — I think so, on tho whole. They do not all follow tho same system 
in the levy of water-rates. 

Q. — ^As regards the method of calculating land revenue duo to irrigation, 
so far as wo have seen, every province has a different formula and most of 
them are incomprehensible to a degree. 

A. — They are very varying. 

Q. — So that you have no uniform system of ascertaining the return? 

A.— No. 

Q. — ^It is very doubtful if any of the methods are correct. 

A. — ^Probably. 

Q. — The duty for water which you get in different provinces and even 
for the same woi’ks in one province is totally different? 

A.— Yes. 

Q. — So when you talk about what water costs per acre, you talk about 
a vei’y indefinite thing. 

A. — ^Yes, about a very variable thing. 

Q. — So far from these facts being absolutely definite and final, all of them 
are extremely variable, viz., the quantity of water and therefore its cost, the 
return of land revenue due to irrigation and therefore the amount you have 
to recover. 

A. — ^I should say that the cost of water i^er acre varies with the nature 
of the produce and cost of the works. 

Q. — ^What about the duty? 

A. — ^The cost of the water per acre of land varies with tho duty. 

Q. — ^There is variation even in the actual matter of calculating the costs, 
in the matter of overhead charges and in the matter of the charge for works 
existing before a particular irrigation work was constructed. 

A. — To a small extent. 

Q. — ^But in estimating what your new scheme is returning to you, you 
have to put up an imaginary figure of what you would have had to pay? 

A. — ^Yes, the cost of repair of old works. 

Q. — So that it is a series of guesses. 

A. — At the same time, you ultimately arrive at a figure which would he 
the cost to the exchequer of the project. 

YII-3} 
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assessing, you have one method, the Chief 
in n'n' regards assessing the cost, the method is practically the same 

Q.— To arrive at your water-rate, you deduct the credit on account of 

snv'^+h T irrigation from the cost of the scheme and then you 
say that the scheme pays the difference? ^ 

A.— Yes. 


&ir Percy Thmipson . — Suppose jmur scheme costs Es. 1,00,000, you 
want Rs. 5 per cent on that, i.e., Rs. 5,000. Your maintenance is Rs. 5 000* 
you have a definite figure of Rs. 10,000. If you have to irrigate 10,000 acres 
of land, there is no question of transferring anything from land revenue. 
The amount you recover would cover your cost of construction ancT mainten- 
ance. 

The President . — The amount you have to recover is arrived at by 
deducting from Rs. 10,000 land revenue due to irrigation. 

Q. — ^You also would have a further effect due to the old works? 

A.— Yes. 

Q- — You don’t get anything like the duty which you ought to get in this 
province ? 

A. — Not in many parts. 

The Muharajadlnraja Bahadnr of Burdwan. Q. — On page 231 in your 
note regarding water-rates you say that land revenue and water-rates should 
bo separated. At present when a person pays land revenue, 1 understand 
that water-rate is included in it. 


A. — In some cases it is a combined assessment. 

Q. — ^Your idea is that, land revenue, being a form of tax, should be taxed 
separately, and water-rate should be charged as payment for a commodity? 

A. — ^Yes. 

Q. — ^Then you say on page 233, “The Central Provinces deals with 
protective works. This class of work will be of great importance in 
this Presidency in the immediate future, since two out of the' five large 
projects in view are of this type.” In the case of a protective work, it 
is perfectly clear that in some cases you will not be able to make it productive. 

A. — ^Yes. 

Q. — ^In other words, the State would have to pay for that work, because 
it is a protective work and not a productive work. 

A.— Yes. 

Q. — ^For instance, you may have a diannel, not only for irrigation from 
which you can, so to speak, get a return by water-rates, but you may have 
it as a sort of protective work, so that the overflow of water during the rainy 
season may not flood the country. 

— No, here it applies more to protection from famine. 

Q— 'Whatever kind of protective work you may have, it would not be so 
easy to get back your outlay of expenditure as it would be in the case of a 
productive work, where you can put on a water-i'ate. 

Flood protective works are charged to the capital account of the 

project. What wo call protective works are works which are for protection 
from famine, and the return i.s looked for in the piotection affoided. 

Q—You say that “this class of work will be of great importance in this 
Presidency in the immediate future, since two out of the five large projects 
in view are of this typo.” Which works do you refer to? 

j referring to one in the Ceded Districts, the Tungabhadra, and 

the other to a project in the Coimbatore district. 

Q.— Ill how many years do you think the Coimbatore project would bring 
in some profit to you? 

A. — ^In three years. 
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77ii‘, IUilnul\ir t»/ . (^.- Ap.m imiii ilu* theory, 

ill :vrlii.il li'i \'f)i tli.it ;h>' u.iti-r-i.vl*' id iIid l<'in[nir.irily- 

>.cu!ed DiiM ii tho -.iiti'* j. th.i'v in a .'..iiDiiiil.ii i .lu-.i.- 

A. — Under ilio tun ulid.ittil itvin, tin* lifinaic.ilion littncon nalor- 
rale, pure ami .nniple, .tmi l.tml itni-nm’ i. .unii'uh.it ill-iU lintd. It, ia 
ililiteult, to ajilit ihein up in .uiiie t.i t Tiio luii oj water would hu 
Iho .'laiuo. 

Q. — SuppoiiuK you liad a tlmniitd whtro you only introducuti thu wutor- 
rato and you y;avc tlio lieimlit of tli.it wator-ralo to your touaiita in tlio 
teiuporarily-.'iettled artUi and in llial aiea you find aUo tlicro aro tract-S 

which aro purinanciuly .-.utllod ami the xainindar or lii.i tenant wanted water, 
would you make that walor-ralo uniform hotli for your toinporarily-.'iottlod 
ryot a.i well a.s tlio vtainindari ryot;-' 

A. — Yct. Suppoao you liavo a protective project, irrigating mainly tho 
dry crop. If tho ryot irrigales wot croj), ho Lalcc'i water in every .■ica.son. 

In tho cu.-io of dry irrigation tho ryot will take tho water only when thoro 

!.■> noce.ssity. In a gootl year ho won’t take tho water, .so that tho roturu 
is varying. So tho man who is alfoiHlcd protection, i.o., a facility to 
take water when ho wants, sliould pay .somothing for tho protection as an 
•iiLsuranco fco. 

Q. — III other words, tho man for whom you really .start thc.so protoctiyo 
worlcs .should paj‘ at a rate which is diffuront from tho rato which another 
man pay.s? 

A. — No, that i.s not tho point. Hujiposing a man choo.sc.s to make a 
contract to pay .so much per yc.ar. Then ho would pay lc.s.s than a man 
who takc.s water only when rcciuircd. 
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Q. Supposing A says I pay Es. 50 for taking so muck ivafcer and 1 
will pay the amount whether 1 take the water or not.” You say you 
would ciiarge him at a lesser rate than the man who will take on demand? 

A.— Yes. 

Q. — ^But regarding the other principle, I take it that your idea would 
be that where an irrigation channel passes through a particular tract 
whatever class of tenants take the water, the rate would be uniform. ’ 

A. — Personally, I would charge the same. 

The President. Q. — ^There is a general agreement that the charge for 
water is too low, and a very general acceptance of the proposition that it 
IS proper for the Government to take a share of the increased value of land 
resulting from a guaranteed supply of water newly given, preferably in the 
shaxie of a terminable annuity. 

A.— Yes. 

Q. — And how should that be taken? 

A. — In the form of taxation; or 1 should give the oiitiou of com- 
pounding. 

Q. — That would be terminable? 

A. — should encourage the payment of a capital sum. 

Q. — In the case of protective works, it is generally inevitable that the 
State should not receive a full return. But there is no reason why a 
special class of cultivators should make profit at the expense of the general 
tax-payei', and therefore the rate should be kept as high as possible without 
discouraging the use of water; and you actually have some protective woi-ks 
rhat could pay more? 

A. — ^By ‘rate’ you mean both the land revenue part and the water-rate? 

Q. — ^The payment for water, in whatever shape it is. 

A. — ^Yes. 

Q. — In the case of productive works, the theoretical minimum charge 
is the cost of maintenance plus interest on capital cost? 

A. — Yes. ' 

Q. — ^And the theoretical maximum, the whole difference between the 
profit on an irrigated crop and that on an unirrigated crop. That is, the 
maximum that the State could take is the whole of the increased profit 
that a man gets on account of irrigation. Suppose a man is having a dry 
crop ; you give him water and thus increase the produce. You let him take 
the same profit as before and you take the balance. 

Sir Percy Thompson. Q. — ^Slay I give you an example? Supposing you 
have some dry land on which a xu’ofit of Es. 100 can be made from growing 
dry crops. The Government puts water on it and you make a profit of 
Es. 150 by growing a wet crop. The theoretical maximum is that the 
State can take the increase of Es. 50 leaving him in the same position as 
before; so that he gets no benefit from the water and is not damnified 
from it. 

A. — In those circumstances no one would take the water. 

The President. Q. — ^The theoretical imnimum is the_ minimum that does 
not damnify the State, and the theoretical maximum is that which would 
not damnify the cultivator. 

A . — 1 would not like to subscribe to that myself. 

Q. — ^Would you give us an alternative maximum? 

A. — It is very difficult to fix it. Taking my own view that you charge 
the cost of water, the taxation element is fixed by the ordinary economic 
pidnciple, viz., the requirements of the State and the taxable capacity 
of the people. 

Q. — ^The theoretical maximum in the case of income-tax is what would 
leave the man enough for subsistence. But nobody has ever dreamt of 
taking that maximum. 

Sir Percy Thompson. Q. — The tlicoretical minimum in the case of irri- 
gation is tliat wliicli would cover the cost of construction and maiutenanco 
and no more. The theoretical maximum is what I have stated. 



A. — Ycsj it may bo bho tlicoroticul iimximum you coidil tiiko. 

The rreshlcnt. Q. — If tho land rovonuo wore loally equal to half llio 
not produce, tho plan of makin*' a joint chai}j;o for land and wator on 
sottleincnt principles would alford an appropriate middle courso? 

A.— Yes. 

Q. — 13ut tho increasing Jiiodoration of tho land rovonuo sottlomont and 
tho proposed limitation on increases makes it impossiblo to proceed on theso 
linos since tho increased yield would in somo cases not oven pay tho cost 
of maintenance and interest on capital cost. 

A.— Yes. 

Q. — An alternative plan is to fix tho charge for wator for hoinogonoous 
areas at a rate dotormined with roforeiico to the amount which tho least 
favourably situated cultivator is ready and willing to pay. 

A. — That is an alternative. 

Q. — This would involve separating tho charge for water from that for 
tho land and making tho former part of tho cost of cultivation. 

A.— Yes. 

Q. — Tho land rovonuo would then bo a proportion of tho yield arrived 
at on settlomont principles after deducting Iho cost of wator in addition to 
tho other cost of cultivation. 

A.— Yes. 

Q. — The rate .so arrived at would vary with tho reliability of the source 
and tho nature of tho crop grown. 

A. — Y’esj that fits in with what 1 have stated. 

Q. — ^You accept this as a general summary of tho discussion? 

A. — ^Yes. 

Sir Percy Thompson. Q.— You say that the cimrgo for wator for 
homogeneous areas should bo fi.xcd at a rate determined with reference to 
the amount which tho least favourably situated cultivator is ready and 
willing to pay. But I thought what you would do is to fix it by roforeuce 
to what it costs to the State to supply the wator. 

A. — I iircfer that method. 

The President. Q. — ^You have given us instances of tho reduetio ad absur- 
dum at which you have arrived; that is, your most favourably situated areas 
are paying less water-rates, and as you go to tho less favourably situated 
areas the cost of tho supply is_ increa.sed and you ivill have to charge 
more. As between different projects, your present situation is that tho 
more it costs you to supply tho water, the more you aro going to charge? 

A. — ^Yes. The more it costs, tho more is tho charge for water. 

Q. — ’But the actual effect on the land is the same? 

A.— Yes. 

Q. — Practically your new areas are paying a much higher rate than the 
areas under the Godavari and Kistna? 

A. — Yes, under the system of water-rate. 

Q. — ^Do you think it is logical? 

A. — That is why I want to make it up by taxation. 

Q. — ^Would you carry that to the extreme? Take an extreme case of a 
piece of land that gets water by floods. How are you going to charge it? 
Are you going to charge nothing for it? 

A. — Nothing as water-rate, but charge under tho land revenue head, 

Q. — ^Practically you would have a general scheme of taxation to which 
you would add the cost of the works? 

A. — ^Yes, where the water is used. 

Q. — May I go on to the hydro-eleotric schemes? You have a very big 
scheme in contemplation at present? 

A. — ^Yes. 



246 


'vliich it is proposed to work it? Is it purely 
as a &o\ oriiineut uiidertakiiigj or do you give concession to a coiupanv or 
combine both? ■' 

’lot yet settled. The present intention is to work it as a Govern- 
ment measure. 


Q. What do you think of the scheme in Sweden? Tliere the capital 
iiucstcd IS 1.020 million kroners and they got an yield of 57 millions against 
a debt charge of 20 millions. 

iil’piy o.Kactiy the .same principles there. 1 would charge the 
cost ol supply and look for a return to increased income-tax and other 
revenues resulting from increased prosperity. 

Q- — How would you apply that, for instance, in Sweden where they have 
the monopoly of the whole undertaking right down to the supply to the 
householder? How are you going to divide the rate into the -cost of supply 
and tax? Would it not be better to take a single rate? 

A. The case of the detailed supply to the consumer is not in contempla- 
tion at present. It is proposed to sell power in bulk. 

Q- — If you take the cost of supply and tax separately, would not they 
both vary from year to year? The cost of maintenance may go up in one 
year. 

A. — There might be a variation in the cost of running. 

Q. — You would vary those two parts from year to year according to the 
circumstances ? 

A. — I would vary the rate for domestic supplj', just as a gas company 
increases its rates when the cost of i)rodnction of gas goes up. 

Q. — ^But it does not split it up into the cost of producing the gas and 
the profit. 

A. — But the variation would not be under the taxation head except by 
modification of taxation. Yom- variation would come under the cost of the 
commodity. Suppose the wages went up. /Whatever taxation you levy, it 
would be based on your principles 'of taxation. 

Dr. Paranjptje. Q. — Don’t j'ou apply this principle, to post offices.? If 
the cost of running the post office rises, you increase the postal rates. 

That is what I mean. You could have a slight margin of profit, not 

strictly speaking profits, but a mai’gin to allow for fluctuations. 

Dr. Kydcr. Q. — ^You have read the note submitted by the United Pro- 
vinces Chief Engineer, where it is said, the Government found themselves 
compelled "to have a formula for basing their irrigation rates, that is, they 
would vary their irrigation rates from time to time according to prices. 

^__The prices of the crops would not affect the cost of water, because 
the cost of water is fixed. 

The President. Q. — ^You would vary the tax portion with reference to 
prices ? 

A. — ^Yes, to a certain extent, but on a resettlement. 


Iflr. S. G. STOKB3, C-I. Acting- Pirst Member, 

Board of Sevenue, and Commissioner of Excise, 
Madras, was next examined. 


Written memorandum of Mr. Stokes. 

O. 23. — I am only concerned with the question sp far it relates to 
liquor. I agree generally with the statement; but it must be noted that 
though liquor may, to a certain extent, be considered as a luxury foi 



247 


higher classes, it cannot he considorotl so in tlio easo of the lower classes such 
as the coolie population. A moileralc consumption of liquor is consiclorccl by 
them more as a necessity. The correct principle would bo that drink should 
bo so taxed as to miuimi/.o consumption and not ontiroiy prevent it as such 
a step will inevitably lead to a large increase of illicit practices. 

Q. 25. — So far as excise revenue is concerned, it is not possible to 
dift'orentiato clearly between classes “who by religion or cusLoni are prohi- 
bitecl from taking intoxicants” and others. Keligious prohiliition does not 
imply ill practice entire abstention. 

Q. 50. — To a certain extent such u graduation is possible in the case 
of imported liquor, the customs import tarilf, for instance, classes cham- 
pagne by itself for purposes of assessing duty. But the graduation can 
only be a rough one into liroad grade.-, of cla.sscs, because the ‘value’ of 
such articles us choice wines or rnniors depends, to a great extent, in 
countries whore the standard of living or of luxury is high enough to give 
rise to an appreciable demand on sucli imponderalilo factors as fashion or 
taste. In this country I (incstion whether any useful purpose would be 
served by attempting a more particular graduation; the ebuss which con- 
sumes those articles is very limited both in numbers and in wealth. So 
far as such articles subject to duty of excise are concerned, 1 do not 
consider that the conditions in this country are such as to render such 
a ‘graduation’ practical. No one, so far. has thought of laying down a 
cellar of ‘choice old arrack’ nor is there such a thing as ‘vintage toddy,’ 
Tho taxation is and can only be based (in the case of liquors other than 
toddy and beer) on tho alcoholic strength. 

Q. Gl. — It Avould bo a rash undertaking under present conditions to 
prophesy what may happen in tho near future regarding prohibition or 
local option or any other public quo.stion. It may bo admitted that among 
tho ‘intelligent’ and political classe.s there exists an element which is bona 
fide devoted to temperance, and which advocates either total prohibition or 
a wide measure of local option as a preliminary stop thereto; in alliance 
with this section of Indian opinion is to bo found tho missionary influence, 
which undoubtedly proceeds from sincere conviction, 'i'hcro has been a 
further, and probably a more numerous, section which adopts tho cause of 
‘temperance’ as a convenient ground of attack upon the Government and 
the jilinistors with tho ulterior object of embarrassing them by clamour and 
by attacking one of tho principal sources of tho rovonuo.s at their disposal. 
These tactics achieved in 1921 and 1922 a considerable nioasuro of success ; 
in 1921 the Government lost about Its. 80 lakhs of revenue largely as tho 
result of the anti-drink agitation, carried on for a time by tho most lawless 
methods of intimidation both of renters or intending renters and of consumers 
of liquor. The attacks on tho excise policy of tho Government have pro- 
ceeded, and to a great extent still proceed upon the ground of tho growth 
of the revenue from liquor and ignore the fact that consumption under all 
or most of tho heads has been either stationai’y or has exhibited of x-ecent 
years a tendency to decline; they ignore also tho fact that prohibition under 
existing conditions is not a matter of pi’actical politics. I append on this 
aspect of the matter an extract of paragraphs 57 and 58 of my report on 
the Excise Administration for 1920-21, written in September of that year. 
In a note written about the same time I obsei’ved “I do not think that much 
is to be gained . . . from a discussion of the theoretical arguments on 

the subject; nor do I think that westeim experience is of paramount value 
as a guide . . .” The fact is that each country must woi'k out the 
problem for itself. In this Presidency we are confronted with two cardinal 
facts: (1) that nature has provided almost in_ every field and village the 
means of indulging the desire for a alcoholic stimulant with the minimum of 
tx’ouble ;■ (2) that, possibly as the i-esult of these conditions, tho greater part 
of the population notwithstanding the precepts of religion do not abstain 
from alcohol. The statement that this habit was introduced by the British 
is one of those falsehoods which are the stock-in-trade of seditious agita- 
tors, and no candid critic will, I think, maintain it. 

The point has been examined at length by the Bombay Excise Com- 
mittee in Chapter II of their report, which abundantly establishes the 
falsity of the charge. 

Given these conditions, it is surely obvious that what is needed is a 
change of conviction Itn the minds of the masses,, and this can only come as 
the slow result of the spread of education and of habits of greater foresight 
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and assisted and stimulated no doubt by social work among the mass- 

es. Uutside the eftorts of mission societies and of temperance societies in 
a tew ot the larger towns, such effort has, I think, been on the whole con- 
spicuously absent. The progress must inevitably be slow, but in proportion 
^pon real conviction, it will be sure, Wlien that conviction is 
shared by the majority or even by a large proportion of the classes affected, 
local option or even prohibition will be possible and will work. Without it, 
it IS inipossible, I consic^er, to expect success. On the contrary, an unwise 
reduction of the taxed and licit supply will merely impair the effect of the 
steady pressure of taxation operating to check consumption and the control 
which the Government at present can exercise. Under existing conditions, 
you cannot legislate people into abstinence by the votes of 5 per cent minor- 
ities,^ more than in the long run you can bully them into abstinence 
V People on donkeys, by covering old women’s faces with dung, or 

by the other methods of lawless intimidation which have characterised the 
recent ‘temperance movement.’ Even the imposition of caste penalties 
without real conviction will, as experience has shoivn, prove of only tem- 
porary effect. 

During the three years that have elapsed since the above was written, 
the use of violent methods has subsided, thougli it has not entirely dis- 
appeared. In other respects the condi^ons are unchanged. The natural 
facilities for obtaining alcoholic stimulant are as widespread as ever and, 
broadly speaking,^ the propensity of the lower classes to indulge is not 
diminished. Nor is it now any easier than it was three years ago to suggest 
any system of prohibition or local option based upon the votes of the classes 
affected which wiU ensure that their real wishes are ascertained. These 
difficulties may, perhaps will, disappear with the social and political uplift 
of the masses. Under the existing conditions, I consider that prohibition 
would be’* impossible to enforce, and would be detrimental not only to the 
interests of Government but to the advancement of true temperance. It 
is satisfactory to note that there are signs that general opinion is tending 
towards a somewhat saner attitude, and is more disposed to contemplate 
what is practicable than what is ideally desirable. A recent temperance 
meeting in Madras was not content Avith passing Utopian resolutions, but 
actually appointed committees to evolve schemes for alteimative sources of 
revenue ; and in a _ recent full-dress debate on the excise policy of the 
Government the Legislative Council approved b 3 ’^ an overwhelming majority 
the Ministerial policy of ‘festina lente’. 

In Appendix II to the reply to this question is given a summary of 
the steps taken to discourage drinking and to limit temptation. Most of 
the measures taken directly with the object of promoting temperance or 
abstinence are in an experimental stage, and their results cannot yet be 
judged. As regards others — such as the reduction in the number of shops — 
it may be doubted whether the results have not been rather to stimulate 
excise crime than to promote abstinence : this result has followed analogous 
measures in other provinces and is one of those foreseen by most people who 
are familiar Avith the practical working of the abhari administration. 

Q. 62. — ^I do not advocate total prohibition, and I have not considered 
possible alternative sources of revenue. 

Q. 63 (a) and (b ). — Accepted in principle. 

(c) . — I would accept the propositions here stated so far as 
intoxicants are concerned. To lay down, hoAvever, that the only import- 
ant indirect taxes which should be retained are those on intoxicants or 
tobacco is too SAveeping. The question whether taxation should be direct 
or indirect has to be decided not merely with reference to theoretical 
considerations, but to the habits, ways of thought and preferences' of the 
people taxed; in this country, for in.stance, direct taxation is largely 
resented; indirect taxation so long as it is not excessive is paid Avitliont 
difficulty. 

(d) . — ^Yes. 

(g). — ^I believe so. It is for example a fact that, broadlj’ speak- 
ing, the consumption of liquor (arrack and toddy) and consequently the 
revenue from vend rentals tends to such a degree to rise or fall in synipatJiy 
with the prosperitj' or adversity of the agricultural classes, that these 
fluctuations serve as a very fair index of the state of the season, present 
or prospective, 



Q. Go. — So far a.s lliLs Pro.siclonoy is coucornocl, llioro aro now praclically 
only two rates of duty per proof gallon, viz., Us. 10-10-0 in tlio Godavari, 
Kistna, Guntur, Nolloro and Madras districts and tho Saidapot taluk of tho 
Chingloput district and 11s. 8-7-0 in tho other areas. There aro specially 
low rates in certain small areas owing to local conditions, viz., tho Agency 
tracts of tho Circars, and tho euclave.s in His JO.Kaltcd Highue.ss tho Nizaiu’s 
dominions and round tho French territory of Pondichorry. In tlio agencies, 
tho rate has to bo low in order to mako liquor available at a comparatively 
small price; olso illicit distillation will bocomo rampant. In tho other two 
cases, the low price is due to tho price of liquor being low in tho surround- 
ing or adjoining territory. 

As regards uniformity of rate, tho following table illustrates tlio position 
now and during tho last about 12 years: — 


Hate of duty per prouf gallon. 


Area districls. 




1918-19 

1920-2 

1 

1922-23 

From 


1913-1 1. 


and 



and 



and 


1st 

April 





1919-20. j 

1921-22. 

1 

1923-2 1, 

1926. 



R3. 

A, 

1\ 

113. 

A. 

1\ 

113. 

A. 

P, 

ns. 

A. 

P. 

ns. 

A. 

P. 

Ganjam, Vizagapalam 

t 

6 

0 

6 

11 

8 

6 

It 

0 

8 

7 

0 

8 

7 

0 

-Godavari, Guntur, Kistna and 

5 

10 

0 

8 

1 

3 

8 

7 

0 

10 

10 

0 

10 

10 

0 

Nellore. 

Ceded diatriota 

5 

10 

0 

8 

1 

3 

8 

7 

0 

8 

7 

0 

8 

7 

0 

ifadras Town Cirule . . 

8 

♦> 

0 

10 

12 

1 

10 

10 

0 

10 

10 

0 

11 

0 

3 

Chittoor, North Aicot and 

6 

It 

0 

8 

1 

3 

8 

7 

0 

8 

7 

0 

8 

7 

0 

Coimbatore. 
















Heat of Chingleput (oxoluding 
Saidapet taluk), South Areot, 
Tanjore, Triehinopoly, 

Madura, llamnad, Tinnevelly 

6 

It 

0 

8 

1 

3 

8 

7 

0 

8 

n 

t 

0 

8 

13 

6 

and the Nilgiris. 

IMalabar . . 

t 

6 

0 

8 

1 

3 

8 

7 

0 

8 

7 

0 

8 

7 

0 

South Kanara 

t 

6 

0 

G 

11 

8 

8 

7 

0 

8 

7 

0 

8 

7 

0 

Low duty areas. 
















ilanagala and Lingagiri 

1 

It 

0 

3 

5 

10 

3 

7 

0 

5 

0 

0 

6 

0 

0 

Pondioheriy frontier shops of 

2 

8 

0 

3 

12 

0 

*5 

0 

0 

6 

t 

0 

G 

■1 

0 

South Areot district. 







i 










» Its. 6-1-0 in 1921-22. 


It will be noticed from the rates shown under 1922-23 above, that uni- 
formity is being borne in mind. Tho larger number of rates shown in 1925- 
26 is due to the fact that the strength has been i^roposed to be reduced 
from 35'’ u.p. to 38’ u.p. in nine districts and the issue price per bulk 
gallon has been fixed the same for 38’ u.p. liquor as it is for 35’ u.p. liquor; 
wlieir the strength is gradually reduced in the other iiarts of the Presidency 
also, uniformity will again be reached. 

It is practicable and perhaps desirable to reduce the variety of rates 
as it would prevent low duty liquor being smuggled into high duty areas, 
but I would strongly deprecate any laying down of a hard-and-fast rule on 
the subject. Local conditions have a considerable bearing on the question 
of fixing duty. The aim is to fix the duty at the highest possible figure 
short of stimulating illicit practices. Further, the nature of the country 
and the propensities of the population are not uniform. Many facts arise 
when ' the question of fixing duty is considered, and though uniformity is 
on general grounds desirable, I do not regard it as essential. 

VII~32 
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Q. 66.— 

toddy cases 


lSlVl4Te°l‘‘““‘ <>Mlation, etc, cases aad 

Year. 

1913-1-t 
1911-16 


I.D. cases. 


1915- 16 

1916- 17 

1917- 18 

1918- 19 

1919- 20 

1920- 21 

1921- 22 

1922- 23 

1923- 21 


1,060 

1,197 

1,021 

1,190 

1,028 

1,596 

1,716 

1,108 

1,130 

2,001 

2,123 


Toddy eases. 

' 6,071 
1,983 
1,776 
1,116 
1,633 
1,711 
6,201 
5,191 
' 6,619 

6,623 
6,127 


Other changes introduced during this period may also have contributed 
to an increase m crime (as to these see Appendix II to Q. 61) but increase 
111 duty has probably contributed. ^ increase 

Country spirits.-— The general rate of duty was Rs. 5-10-0 and Rs. 6-14-0 

"9 1 9 ^ Presidency was raised to 

Rs. 8-1-3 and in 1920-21 to Rs. 8-7-0. In 1922-23 and 1923-24 the rate in 
loji^^nis^^i'icts was further raised from Rs. 8-7-0 to Rs. 10-10-0 per proof 


Tree-tax. — Taking the rate 
Rs. 3-12-0 in 1913-14; from Rs. 
rate was raised to Rs. 4-8-0 in 
to Rs. 5-10-0 in four districts. 


for cocoanut, it varied from Rs. 2-4-0 to 
3 to Rs. 3-12-0 in 1915-16; in 1918-19 the 
18 districts, and in 1921-22 from Rs. 4-8-0 
The present rate is Rs. 3-12-0 in two dis- 


tricts; Rs. 4-8-0 in 18 districts and Rs. 5-10-0 in four districts. 


Q- 67. — Till 1st April 1924, locally-made imitations of foreign liquor 
were taxed at the tariff rate. From that date the duty has been reduced 
to Rs. 17-8-0 per proof gallon, in order to enable it to compete successfully 
with the cheap varieties of German, Java, etc., foreign liquor. I consider 
that provinces should have freedom to levy any rate of duty they like on 
locally-made liquor as local circumstances require. Locally-made imitations 
of imported liquor do now enjoy the same freedom from restrictions as the 
imported articles, except in the case of cocoanut toddy arrack, which is 
specially so treated because it may otherwise compete Avith ordinary 
arrack. 


Q. '68 . — In theory, I see no objection to the levy of such duties. I be- 
lieve now only the Bombay .Government levy such a duty. I doubt, how- 
ever, whether it Avould be expedient to do so in this Presidency. The tariff 
rate of Rs. 21-14-0 per proof gallon is already sufficiently high. The lower- 
ing of the rate of duty on locally-made foreign liquor has operated to 
check the consumption of the cheaper and more deleterious kinds of foreign 
liquor imported. 

Q. 09 . — detailed arrangements have been recently under discussion 
with the Central Government. The following suggestions have been put 
foi’Avard by this department. 

FolloAving the princi'ple that duty should follow consumption, the 'duty 
to be charged should be that in force in the province of consumption, and 
not that in force in the province of production. The following procedure 
has been suggested for recovering duty by the province of consumption : 

(a) in the case of exports of locally-made foreign liquor excluding 
beer from a distillery or bonded warehouse in one province to a distillery 
or bonded ivarehouse in another province, there should be- 


ll) A permit or pass in favour of the exporter or his agent, cover- 
ing transport with a corresponding advice from the exporting warehouse 
officer to the warehouse officer of destination, sent direct, with a duplicate 
aS^ice through the chief excise authorities of the respective provinces. ^ 

(2) A bond or security to be executed in favour of the chief excise 
authority of the province of destination by the exporter, for the safe con- 
vevance^and due deUvery at destination, of the liquor _ exported, less any 
wasta-6 Avhich may be authorized; the bond to bind him to pay full duty 
with penalty (not exceeding twice the full duty) if adjudged, at the rat(» 
leviable in the province of origin or destination, whichever is higher. In 
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llii.s ciuso, if !ill is in onlor, tlio lovy of <lnly is iniulo in Iho province of 
(lostinution on the litpior Iieini; cleared from liond ; t!ie rate of duty i)einn 
tliat of tlio province of destination, whicli also collects the money; tho bond 
' is tlien cancelled. 

(h) When liquor is sent from a honded warehouse or distillery in ono 
provinee to a licensed vendor in another, theio .should he — 

(P A permit or [lass from the chief excise authority of the provinco 
of destination, in lavour of the yxporter. The exporter may piepay tho 
duty in the province of destination to the chief excise authority. If Iio 
doe,s', the fact will he cerli(ie<i on tln> permit, .ind no further payment of 
duty will he necessary at either end texcepl in the case of exce-^s wasta;^o). 
If he piefeis. he m.iy pay the duly at the i.ite pic'crihed in the piovimc 
of destin.ition to tin* cliiel excise authority of the iiiovime <tf origin. In 
this iM.se the amount of duty so p.dd will he .nljiistcd hetween tho piovinco 
of ori;;in and the piovime of dctiii.il ion hy hooh tr.iiisfeix 

{-) The exporter must aho execute a hond as in tho case of (a) (2) 

ahovo. 

(■i) An adviie must .dso he sent when the exporter temove.s tho 
litiuor to the honded w.ii chouse, or distillery of the piovime til orittin to 
the authoritic.s of the piovime of destin.ition. which will verify tho con- 
signment on arrival and assc... iluty or penalty on exiCsS wastage. 

(r) When a vendor in one piovime sends liquer to a vendor in another 
province — 

(11 The e.xporter will p.iy duty (if not already paid) on thu (piantity 
exported at the pi evading rate of the provime of origin. 

(2) Ho will ohiaiii fiom the authoritie.s of tho inovinco of destina- 
tion a permit for the transport of the lupior on which tho chief excise 
authority of tho provime of origin will emloi.se tho fact that duty haa 
bcou p.aid. 

(2) Tlio chief excise authority of the inovimo of origin will, simul- 
taneously with making the eiidor.seiiient above, advise tlie cliief exeiso 
autliority of tlie province of destination tliat iliu export Jia.s been permitted 
and that Iho duty has licen paid at the local rate. 

(1) The exporter should execute a Iiond a.s stated in paragraph (ti) 
(2) above in favour of tlie chief excise autliority of the province of desti- 
nation. 

(5) Tho eliief excise authority of the iiroviiico of destination must 
arrange to verify tho coiisigiiiiieiit on arrival and will lovy dilfereiitial rate 
of duty according to tho ralo in forco in provinco of dostiiiatioii, if it is 
higher than that of the provinco of origin; ho w’ill also send a verification 
report to tho chief excise authority of Uio provinco of origin. 

(6) If the rate of duty in tho provinco of origin is higher than that 
in tho provinco of destination tho chief oxciso authority of tho provinco of 
origin wilt, on hoiiig satisfied that tho cousigumciit has reached dc.stiutttion, 
refund to exporter tho diircionco hetweou tho duty levied on tho quantity 
exported and tho duty loviablo on tho quantity rocoived at destination. 
The province of origin wilt then transfer in favour of tlio provinco of desti- 
nation by periodical hook adjustment tho duty loviablo on tho quantity re- 
ceived in tho province of destination at tlio rate fixed by tho latter. 

In tho case of beor manufactured in this Presidency, tho question of 
issue under bond does not ariso as duty is levied on tho quantity manufac- 
tured and not on tho quantity issued and is collected oiico a quarter. Tho 
duty on boor exported to other provinces will bo collected in this provinco 
and credited to tho revenues of tho provinco of destination onco a quarter 
by hook adjustment. 

The simplest method of recovery^ of duty hy tho provjaico of consumption 
from that of manufacture is by iioriodical adjustment by book transfer. In 
all such cases, tho adjustment may bo made quarterly. 

Q. 70. — Taking merely the alcoholic content, toddy is more lightly taxed 
than beor. It would not he difficult to enhance tho tree tax, hut having 
regard to other considerations, it would probably he undesirable to do so. 

Q. 71. — I consider that there is no a 2 ^>'iorJ necessity to insist on assimi- 
lating rates of duty ovory\yhore. Each provinco must fix its own rate of 
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duty based on consumption, on the habits of people and other local coii- 
clitioiis. There are places in Jjiclia where charas are consumed heavily. 
None is coJisumed in Madras. The rate of duty on hhang has been raised 
in Madras with effect from 1st April 1925 to Es. 6 per seer. 

Q. 72. — Arrack is manufactured in distilleries under the contract supply 
system. Those suiopliers also are required to establish wholesale cleijots at 
required places. Arrack is issued to retail shopkeepers froiu distil- 
leries, wai'ehouses or depots at rates li.Ked by Government. Gaiija is 
cultivated by ryots and stored by them in Voiul at two centres, where- 
from it is issued to licensed shopkeepers on payment of duty at a price 
not exceeding a certain maximum fixed by Government. The system is 
working satisfactorily in the sense that it affords little cliance of leakage 
of revenue. 

Q. — 73. — All shops for the retail vend of country spirits and tari, all 
ganja and opium shops and all beer shops and foreign liquor taverns (where 
consumption is allowed on the premises) are sold by auction. The other 
foreign liquor shops are licensed on fixed fees. In the case of these fixed 
fee licenses, the respectability and status of the persons apjjlying for licenses 
are taken into consideration as also the trade conditions, i.e. (certain fiimis 
are sole agents for certain brands of liquor). 

The system of disposal followed in this ijrovince is quite satisfactory 
ft'om the point of view of taxation in the sense that it probably secures to 
Government the fullest share in the value of the privileges conferred. 

Q. 74. — The figures in Aunexure .J, so far as this Presidency is con- 
cerned, comprise arrack and toddy shops under the outstill system. The 
closing of shops has been probably overdone in this Presidency, and the 
result has been that as there ai-e fewer shops for competition the intrinsic 
value of shops has vastly increased. There_ is no doubt that the result of 
reducing the number of shops in this Presidency has had the result indi- 
cated in the question as the following figures show: — 


Gauntry spirits. 


Area. 

Year. 

Number 

of 

eh ops. 

Rentals 

per 

shop. 

Consump- 
tion per 
shop. 

Increase in 1922- 
23 compared with 
1902-03. 

Rentals. 

Consump- 

tion, 

1 

Madras Ci(y 

jMadras Presidency, inclu- 
ding ^fadras City. 
Jiladras Presidency, exclu- 
ding ISIadras City. j 

■ 1902-03 
1922-23 
'1902-03 
1922-23 
• 1902-03 
1922-23 

18 

19 

10,011 

5,917 

9,966 

6,898 

ES. 

2,116 

11,662 

161 

1,140 

152 

1,001 

r. GLS. 
1,116 
6,626 
101 
278 
96 
258 

PEE CEXT 

2,100 

700 

658 

PEE CExr, 

570 

275 

268 


Toddy. 


\ 

) 

Are.i. i Yw. 

j 

1 

! 

1 

N'umbcr 

of 

1 

Aveiage 

rentals 

1 

Average 
number of 
trees 
marked 

1 

luoicaso in 1922- 
23 comp.ued with 

i 1902-03. 

[ 

shops. 

j 

per shop. 

per stop 
in 

coeoauuts. 

i 

j Rentals. 

Trees 

marked. 

1 

1 

iffadias Prcaiileiioy ‘ ( j 

1902-03 j 
1922-23 j 

' 18,781 
10,617 

! 

ES. i 

211 ! 103 

1,085 j 210 

1 

[I'KECESr fV.ll Cf.st. 

' 1 .100 i 200 
















The iiioroiuse in lenlals is nuL of all proporLioii lo tlie iiicioase in 
consumption, ai\il the only pos.sil»Io iuforojuo is lliat the rednetiou in tlio 
number of shops has contrilniled to a considorablo increase in the value of 
the shops that, remain. 

(^. 75. — It is not imi)ossil)le to arrive at a uniform rate of duty in Llie 
case of opium. But I do not .see that any j^reat advantage will he gained. 
Local conditions always operate on the li.'cing of duty. 

Q. 7G. — The draft Opium Agreement recommends tiio course in tho 
case of prepared opium. Tho shops in this Prosidoney are all for tho salo 
of raw opium. The system mentioned is i\ot in force in this Prc.sidcucy. 
Shops aro sold by auction. Government stock opium and issue to tho licensed 
vendors on receipt of duty ami cost price. Tho number of opium shops in 
tho Presidency is G05 (PJ'Jl-25) and their rentals aro lls. 10,19,787 (192-1-25). 
Tho shops aro only at important places whoro there is a real demand for 
opium. Tho working of these shops is very strictly supervised and tho 
course of consumption in them is carefully watched. Whenovor tho cou- 
sumption increases in a manner which indicates that tho liconso is being 
used as a cover for illicit tran-sactions, e.g., for smuggling, tho shops is 
‘rationed,’ i.o., tho quantity of opium that may bo i.ssucd to it is specially 
limited. Tho number of shops in respect of which a li^nitation has thus been 
imposed is comparatively small — 7 in 192J-25. They aro mostly situated 
in tho sea-board (or adjacent) districts. To introduce a system of ‘salaried’ 
opium sellers would involve tho abandonment of tho o-visting rontijig system 
for opium shops and tho conversion of these uito Government retail shoiis. 
Tho revenuo from rentals would bo lost to tho province unless tho retail 
soiling indco of opium wore so enhanced as to make good tho loss. Tho 
direct association of Government with tlio retail salo of tho drug would 
afford a ground of attack by tcmpcranco outhusiasts and thoso who desire 
to find fault with tho Governmont. It has also been, in practice, found 
that tho efficient control of a largo number of potty shops scattered over 
tho Presidency is a nuitter of great difficulty. Tho temptations to tho 
‘salaried’ sollors to falsify accounts and to cheat tho Govornment would 
be overwhelming unless their salaries were fi.ved very high. Tho opium on 
salo would not, presumably, bo duty paid and it would bo impossible to 
guard it effectivoly in_.so,niany centres. It would bo necessaiy to reducp 
the number of shops, i.o., centres of distribution to such an extent as to 
deprive largo areas of supply of their legitimato needs. Such a system of 
State trading could not bo carried on, on a paying basis; j't would almost 
certainly result in a lo.ss to Governmont and would offer no greater safe- 
guards than tho existing system. 

Q. 77. — There is generally no smuggling of opium into this Presidency 
but there is reason to believe that a considerable amount of smuggling 
exists in sending opium to Burma, especially via Karikal. On account 
of the limitation in the quautit}' .supplied to the shops in Burma and 
the heavy price charged there, it appears a prolitablo business to sumg- 
gle opium to Burma. In Burma, only non-Burnians and Burmans registered 
as opium consumers i'n 1893 are allowed oiiium. Tho number of cases of 
smuggling of opium to Burma from Madras Presidency detected during 
1922-23 was 19 involving 208 seers of opium, that in 1923-24, 23 cases in- 
volving 162 seers and that in the current year, up to date, 4 involving 27 
seers. Opium is also smuggled to Buimia from the Indian States in this 
Presidency through Karikal. 

With a view to check the activities of smugglers a small si^ecial force 
consisting of an inspector, an assistant inspector, four sub-inspectors and 
other clerical and menial establishment is maintained in the Presidency. 
‘Phis force watches the smugglers as closely as its numbers permit, and has 
been successful in detecting certain number of cases. But on account of 
the profitableness of the smuggling trade and the number of active smug- 
glers, their success in suppressing the trade is restricted. 

The transmission of opium by post is prohibited. 

The import by sea of opium or intoxicating drugs other than those 
used for smoking is permitted only by licensed dealers in opium for medi- 
cinal purposes or by licensed chemists either direct or through their agents 
on payment of duty at the port of importation. The rules in foi’ce 
in this Presidency do not provide for cases of export by sea. 



254 


, opium cases are prosecuted by the police. This leads to 
?p?um crime! sometimes W to difficulty in dealing rtb 


Goueranint*” !SZtii'‘l°fillZs^ar^^ 


• conduct of prosecutions in opium cases by tbe officers of tbe Ex- 

cise Department instead of by tbe police; 

(b) a preliminary enquiry by the departmental officers so as to avoid 
prosecution of cases not proved; 

(c) compounding by specified departmental officers of opium cases; 

(cZ) infliction of enhanced punishments -in the case of second and sub- 
sequent offences by the same accused ; 

(c) taking security from Jiabitual offenders for refraining from such 
olteiices ; “ 

. , it penal to attempt to commit an offence relating to opium 

or intoxicating drugs; and 

(ff) bringing under control opium smoking. 


The above provisions will, it is expected, tend to strengthen our hands 
against opium crime. 

Q. 89.— The stamp duty does not, I believe, cover the cost of the main- 
tenance of courts in this province. For the rest I see no reason why the 
stamps on judicial proceedings should be limited in the manner suggested. 
In this province, as elsewhere, people resort to courts of law on the flimsiest 
of grounds. It appears legitimate to taxability to pay as exhibited by resort 
to the law. 


Q. 90. — The criticism, even if theoretically true, I think, be equally 
applied to many other taxes, income-tax for instance. I see no reason why 
it should apply solely or particularly to duties on deed of disposal or trans- 
fer of property nor do I see why the social utility of these transactions should 
be assumed. 

Q. 91. — ^No such cases have come to my notice. 

Q. 137. — At present, stamp duty is leviable only when probates, letters 
of administration or succession certificates are taken out. There is no com- 
pulsion to take out probate or letters of administration and in many cases 
property which passes to others by inheritance does not pay any tax at all. 
There seems to be no good reason why the majority of estates should escape 
such duty. I would agree with the view expressed in the question subject to 
a reservation that small estates of the value (say) of and below Es. 1,000 may 
be exempt from death duty and that amounts left for public charities may 
also be exempt from such duty. 

Q. 138. — ^At present the rate of probate duty is based on the value of 
the estate — 

Of and below Es. 1,000 ... ... ... ... ... Nil. 

Above Es. 1,000 but not exceeding Es. 5,000 ... ^ ... 2 per cent. 

Above Es. 5,000 ... ... ••• ••• ••• ••• 3 jj 


The tax may be graduated so as to vary with the value of the_ estate left. 
The other two methods suggested are impracticable. There are innumerable 
degrees of relationship among Indians and the number of legacies left are 
large. 

Q 139—1 should be disposed to accept the above general propositions. 
There’ would probably be great difficulty in devising and working a system 
of succession duties on a provincial basis. At the same tmie it would not bo 
easy to define the principles upon which the distribution ot the revenue 
between the Central and Provincial Governments should be made. 

0. 140.— I should be disposed to adopt an estate duty ivith a suitable 
graduated scale on the value of the estate similar to, but not identical with, 
that in the United Kingdom. 

Q 141 — I cannot pretend do the legal knowledge requisite to reply use- 
fully to this question. So far as I can see the method suggested at (o) would 
be equitable, the ‘.share’ of the deceased being treated as an estate foi 
the purpose of assessing the ‘value’ and applying the rates fixed. 
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Q. 112. — Tlie stutL'iiiont iippoars correct .so I'ar u.s largo jinpartililo e.stato.s 
aro concerned. 

(J. lid. — ^Thu statenient i.s ba.sed on th6 snppo.sition tliat tliu head of tlio 
family is the only earning meinher. This is not correct in many instances. 
The argument remains that property derived hy .succe.ssion is not ‘earned’ 
property and as such no insnperalile ol»jection onglit to e.sist in such property 
contrihuting its share to tlie oxchequer. 

Q. IM. — In the ciise of probates and letters of administration, all tho 
property the dece;isc<l left behind is includeil in the list of a.soots. If tlie 
law is that, on the death of a i)ei.son, a seheilnie of pnjperty left behind 
should he filed and the resi)on.sihiIity for so filing a sehedule is fixed hy law 
on somebody, it should not he iinpo.ssihlo to administer it. When the .scliedule 
of tho property is filed, the valuation can he verified hy tho land roveniio 
olfieer.s, as is now done in tho ease of proliato !ipi)lieations, 

Q. Mo. — The Clovernment of India, acting presiimahly, through tho 
Contra! Hoard of Itovenue as in the ease «)f income-tax. 

Q. MG. — In tho ea.so of proliate-s, e-.tate.s of value of |?s. !,0G0 and holow 
aro o.xempt. Similarly e.stato.s of Hs. 1,000 :ind holow may Ijo exempt in tho 
case of death duly also. 


APPENDIX I. 

Q. Gl. — Tho policy pursued in tho past and tho measures laid down for 
givjiig olfoct to it have been .sueee.''.''fully carried out in this Pre.sidoney. It 
has resulted in cheekhig tho consumption of country spirit and toddy and 
definitely decreasing the consumption of opium and' liemp drugs. Tiiero is 
therefore no need to look with ai)prelien.s!(>n on tho largo inereaso in re- 
venue, wliich has only increased the retail price of intoxicants and tints 
helped tlio cau.se of temperance hy ciiecking consumption lietter than any 
other method. 

While this report is being written, keenly organized efforts aro being 
made to prevent the sale of toddy shops for tho ensuing lease liy methods 
which, tliongii osteiisilily ‘iicaceful’ amount in most case.s to intimidation of 
most oppre.ssivo kind. The Board earnestly de.\ires to liring ono prominent 
fact to tho notice of any genuine tcmperaiico reformer who may have allied 
himself temporarily with tho non-co-operator in an agitation, which in its 
unscrupulous intorfercnco with individual lilicrty i.s .surpassing anything ex- 
perienced in the history of the much alniscd hureancracy. This is that in 
South India the sources of illicit supply are far more ncic.s.sihlo to tho 
regular drinker than in any European country. If tho shops aro closed, 
licpior can he had from almost any iialm with no more skill than i.s required 
to cut an incision or dress a spathe, and no more apparatus than a knifo 
and a toddy pot. In a country wlioro so largo a proportion of tho lower or 
labouring class aro accustomed to tho use of liipior, where every man can 
(so to speak) have his own beer tajJ in his own hack gardon and wlioro tho 
extensive topes which cover most of tho countrysido can immediately take 
tho place of the elaborate breweries of Europe, it i.s futile to imagino that 
the closure of shops will liavo any permanently api)reciahlo effect in stopping 
recourse to alcohol. If the policy in question wore accepted and tho shops 
remain closed, one of two results must follow: (i) drinking will go on un- 
checked and uncontrolled, liquor being obtainable at a tithe of 
its present cost, with a loss of Its. 513 lakhs of rovonno 
to Government; or (ii) the preventivo establishment will liavo 
to bo immensely increased, almost every village constantly pat- 
rolled and the agricultural and tapping classes would ' ho subjected to the 
oppression of a host of petty officials, while tho field for blackmail 
of private individuals and for the corruption of officials would lie vastly ex- 
panded. Even so, it is unlikely that mere preventive activity could cope 
with the problem. The majority of tho population would bo either apathe- 
tic in actual .sympathy with the drinkcr.s and experience has amply shown 
that, under such conditions, mere preventive activity cannot bo an adequate 
substitute for the provision of a reasonable licit and taxed supply. In tho 
face of these considerations, the Board would urge those who desire to com- 
bat the evils of drunkenness by wholesale closure of shops to realize thq 
shortsightedness of the policy they are following and to adopt the more 
radical, if less ostentatious, inetliod of removing the desire for alcohol and 
not the sources of licit supplies. 
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APPENDIX II. 

^ Q. 61 continued . — ^The policy, of Government lias always been to mini- 
mize temptation to those who do not drink and to discourage excess among 
those who do; and to the furtherance of .this policy all considerations of 
revenue are subordinate. To further temperance and carry out the above 
policy, the following methods have been adopted: — 

(o) suppression of illicit methods of all kinds; 

(b) maintenance of the closest x>ossible control and supervision over 
the liquor and drugs traffic; 

(c) levy of as high a rate of duty as possible without unduly 
encouraging illicit methods; 

(d) reduction in the number of retail shops for the sale of liquor and 
drugs and the strength of spirits; 

(e) regulation and close supervision of the hours of sale, selection of 
sites and the general practices adopted in manufacture and vend; and 

(/) consulting Advisory Committees and adopting their recommenda- 
tions as far as possible. 

These have tended to minimize consumption as is evidenced by the fact 
that the consumption of country spirits which stood at 4.4 proof gallons per 
100 of population in 1913-14, and 4.9 proof gallons in 1919-20 was only 3.7 
proof gallons in 1923-24, and there is a further fall of 5.6 per cent in con- 
sumption in the current year compared with 1923-24, 

There has been a very drastic r-eduction in the number of shops as the 
following table will show: — 




Number of shops. 

Tear. 


Arraok *. 

Toddy. 

Opium. 

Ganja. 

1902-03 . . 


10,011 

18,781 

1,182 

019 

1906-07 . . 


10,239 

18,681 

1,121 

636 

1912-13 . . 

• • • • 

8,321 

11,471 

851 

638 

1917-18 


6,619 

11,399 

650 

413 

1919-20 . . 


6,016 

5,917 

10,727 

609 

408 

1922-23 

• • » • 

10,610 

609 

117 

1923-21 . , 

• * 

6,932 

10,531 

608 

421 


* Excluding shops under outslill system. 


The issue strength of liquor was 20“ u.p. prior to 1910-11 in some dis- 
tricts and 30’ u.p. in others. Reduction was gradually made and it is now 
33° u.p. in nine districts. 

The limit of private possession has been reduced from 8 drams to 6 drams 
in the case of country spirits with effect from 1st April 1925. The closing 
hour of shops has been reduced to 8 p.m. 

The opinions of Advisory Committees are respected and accepted when- 
ever they are consistent with the general principles laid down. 

As a temperance measure, other experiments are also under trial. 

In the Atur taluk of the Salem district, the Shiyali and Tiruturai- 
pundi ialulis of the Tanjore district, tho Tiruvadanai taluk of the Ramnad 
district and the Tenkasi taluk of the Tinnovolly district, all shops for the vend 
of country spirits numbering 67 with an annual rental of almut Rs. 56,000 
have been closed as an experimental measure from 1st April 1924. These 
areas are mainly toddy or fari consuming areas, and as toddy is .a comjiara- 
tively harmless beverage, the experiment is with a view to see what tho effect 
of the closure of arrack shops in these areas will be. 

With a view to ameliorate tho condition of tho Badagas and other hijl 
tribes on tho Nilgiris, the sale of liquor to any member of the hill tribes is 
prohibited on tho Nilgiris with effect from 1st April 1925 except on a medical 
cortificato signed by a registered medical practitioner. 








It iuur.t., howovor, 1)0 noted tlmt (Iicm' uudiio rostriction.s avo aLiinululing 
crimo to a cei-tuin exiciit. The numiiui- of reported eases aguiubt the Ablcari 
Laws during the last few years is shown helow: — 


Nmal'Or of eases icpoued. 



Year. 


l.l). .nul 

Iciiul.cd 

oifoucc^. 

— \ 

To(l(h 

ofl'onui.' 

I'.na-ii 




0,071 




i.iy? 

I.'.'B;! 




1,021 

1,775 





l.llo 

iyi7"UH 



1,02H 

1 ,d3;! 
1,711 




i,r>yj 




!,71o 

5,201 

vr2o~'^i 



1,108 

5,101 

i'yji-22 



i,i;io 

li.OlO 




2, 001 

ti,u2:! 

jw’.t -UI 



2.12;! 

d,t27 


At pro'onl thoio i:. one l.ieonsing Itna.ul Uir the (.’ily of .Madras and Ad- 
visory C'onniiitlees for niofiis^il iauiiieii)ali(ie.-' and major niiioiis. The former 
has very Inll powers in regtud to the numiier anti ioeution of shops, and its 
dccisitm are only snhjecc to veto by the fommi-.sioner. In the ease of Ad- 
visory (7ommiilees ilieir lei omnnaHlation-. to llio Colleeior are advisory, Iitit 
Collectors tdways give dooii consideration to their recommendations. Pro- 
posals tire now liefore tiovernmeiiL for eoiistilniiiig l.ieeiising lloartls for mtini- 
eipalities in lite Presideuey \>ith a poptilaiion of over dl),nU!) and ,\dvisory 
Commiliocs for oilier lain!: Iioard areas. 'I'lie'e Iioilii's will under t!io jiropo- 
sals, have a non-oliieial majority and will have power to elect their own 
cliairnmn. The rules framed provide tor these bodies to publish a list of 
shops proposed to be sold and call for objoetitnis. if any. ami con.sidor tiieiu- 


Mr. Stokes gave oral evidence as follov/s 

The rrc:iuleiit. Q. — Yon are the Commissioner of Excise? 

A.— Yes. 

Q. — ^Y’ou are also the Commissioner ol Stamps? 

— Well. I am the ^[embev of the iioard of Revenue in charge of 
stamps. 

Q. — You have nothing to do with eourt-fees? 

A. — It Ls only nominal. 

Q. — Y-qu have sent u.s two notes, one on excise and one on stamps? 

A. — Yes. 

Q, — I would like to take you straight away to Gl. You say “Tbero 
has been n further and probably a movo numerous section which adopts the 
cause of ‘temperance’ as a coiiveuiont ground of attack upon tho Govern- 
ment and the Ministers with tho ulterior object of embarrassing them by 
clamour and by attacking one of tho principal sources of tho revenues at 
their disposal.” Could you give us any instance of speeches made by imblic 
men or speeches made in the Council? 

A. — TVell, what I had in mind is this. There was recently a full-dresa 
debate on tho subject in tho Council, and from the tenor of the speeches 
made it seemed to me that they were adopting a more roasonablo and less 
doctrinaire attitude and tho whole debate resulted in a very marked 
victory for the Minister. Tho Minister’s policy is defined in the debate. 

Q. — ^Is it not dependent on tho report of the Excise Committee? 

A. — ^No. The report of the Excise Committee has not yet been' finally 
adopted. 

Q. — think there was some cli.SQUSsion ahotit rationing. Do you think 
it is possible? 

VII— 33 
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h.l ii'it wouH be if “““ “■®’- 

have^to go wUhout''Siit''enth™y?*^^ **'"* certahi people iimj 

coming the ally of* the inScit’diatffleri" ™ shopkeeper be. 

bay liciXSttee'^iTS “ ‘’*<= S”"" 

A.'i ^ ■fcliiiik it -ivas made somewhere bv the EKcise nm-nmi’ccJrsr.oa. rr 
says that shopkeepers are allying themselves with the illicit diSSers! 

proMsT'^^ Bombhy there is no limit of price, consequently they can make 
A. — ^That is perhaps the case. 

Pac V figures given in the Bombay Excise Eenort? 

reSied^^or Sot! depend j)n whether the ration^ was 

ray mnbilmZo^ S”'*”"*’ ^ 


Q. I mean illicit distillation was found even in places where ration 
was not reached. ' 

A. — ^It may be. The shopkeeper found it to his interest to sell more. 

Q. — ^Even under your system he would do so? 

A. ^Not_ so much. I think the policy of rationing is to be condemned 
on that basis. 

pie President. _Q;~In the case of rationing, the shopkeeper will have 
no limitation on prices or in the alteimative there would be a limit in 
which case the consumer would pay an increased price ^r a highly watered 
article. 

A. — Then the consumption would decrease. I think in Bombay they 
have no control. 


Q. — ^Is not your view that rationing would rather stimulate excise 
crimes ? 

A, — Certainly. The figures of actual detection probably rei^resent a 
small percentage of the actual existing ci-imes. I have given the figures 
'^'somewhere. You will please see the figures at the end of my memorandum,^ 
The figures given refer to actual I.D. major offences. 

Q. — There has been a 50 per cent increase during the last two years? 

A. — ^Yes. 

Q. — ^Have you studied the Bengal surcharge system? 

A . — I have not studied that system. 

Q,__As regards the rates of duty, you are working towards uniformity? 

Yes. Ill the majority of the districts the rates are moiu or less 

the same, and we are gradually aiming at levelling them up. 

Q. — In answer to Q. 67, you consider “that jirovinces should have 
freedom to levy any rate of duty they like on locally-made liquor as local 
circumstances require”. Is that not a complete oeparturo from tlio old 

A.'— I have said that the locally-raade miitations of imported liquor do 
now enjoy the same freedom from restriction. 

n ■R 11 + +bn -nolicv of the Excise Committeo which sat ni 1906 and wlncii 

tbe as afpted .. fa f n. 

tUy bta on the locally-., .»de focoign limor? 

A. — ^Yes. 

Q —Would you require any passes for transport. 

A.-Yes. I think some such thing is necessary. I have given the de- 
tailed proposal ill answer to Q. .69. 
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Q. — Then you will introcluco a fairly coinplicaLocl .■'ystom of control; 
is it worth while? 

A. — T think the principle of provincial autonomy is to allow provinces 
a free hand. To say whether it is worth while, one would have to wait 
and see how the system works. 

Q. — ^^Vould it not lead to complications between the various provinces? 

A. — As far as I can see it may give rise to certain difficulties. 

Q. — One of the previous difficulties was that Bombay would not admit 
the iladras liquor. It was illegal even to take a bottle of Ijcer across the 
0-outicr in a railway carriage. 

A. — But T don’t think these difficult'es are insuperable. 

Q. — ^^Vo heard in Calcutta that the Calcutta dealers have to pay a 
certain duty as vend fee per bottle on liquor sold in Bengal and they have 
issued one price list for other provinces and another for Calcutta. Is it 
not exceedingly probable that if it is carriecl too far that the liquor would 
bo taken just across the border and then smuggled back? 

A. — There is the possibilit 5 '. But if the provinces work togothox’, I do 
not think there will bo any difficultj'. 

Q. — Is there any possibility' of tho provinces working together? 

A. — I don’t see why they should not. 

Q. — You know the conditions which led to tho arrangements of 1923. 
The Punjab refused to allow any churas to leave tho province unless it paid 
a transit duty to the Punjab. 

xV. — Don’t you think that they are now reasonable? 

Q. — Tho mutual agreements are very much on tho old arrangements. 
If you once beg.ii imposing a varying set of dutie->, there will bo trouble. 

A. — I do not think tho difficulties are insuperalilo. 

Sir Percy Thompson. Q. — ^You practically forbid country spirit going 
from one province to another? 

A. — It can be sent in bond. 

Q. — ^^Vhy should not the same thing bo adopted for foreign liquor? 

A. — Quite possible. 

The President. Q. — Then every time you get a bottle of whisky you 
would have to take a pass? 

A. — ^Yes.' 

Q. — ^You began with your statement that tho locally-made imitations 
do now enjoy tho same freedom from restrictions as the imported 
articles. 

A. — I think if it is a case of a private consumer, you can leave him a 
considerable degree of freedom. But in the case of a dealer sending con- 
siderable quantities from one iirovinco to another, you could have a system 
of something like transporting in bond as in the case of arrack. 

Q. — Will it not come to this; supposing a man wants a dozen bottle^ of 
whisky from Calcutta he will have to pay 8 annas more, but he would not 
have to pay in his own province? 

A. — Then, you might get your liquor little cheaper. 

Q. — That sort of situation has arisen s'nce 1923. 

A. — quite understand the difficulties you enumerate, but I do not 
think they are insuperable assuming the jirovinces are v.'orking amicably 
with one another. How are you going to levy this uniform rate? 

Q. — By agreement between the provinces. 

A. — ^I think you are interfering with the autonomy of the provinces. 

Q. — It is rather the function of the Government of India to look after 
inter-provincial trade. 

A . — I do not think they will do it. 

Q.— It is so in all the Federal Governments; that is part of the Ameri- 
can constitution. 

A. — Possibly, I am not familiar with the American constitution. 
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Sir I'ercy Thompson. Q. — ^Is Ihei-e Tree nioveiuonl of the focallv- 

liiiuio sLuff botweoii tho* provinces? 

A. — 1 think thoro is. 

Q.— Suppo.so it moves from Calcutta to Madras, Calcutta charKos the 
duty? 

A.— r .suppose Calcutta chargo.s a surcharge on the bottle. 

(,).—] do not think they charge the tariff rate. 

A. — Thoro i.s an import tai-iff rate on foreign liquor imported liy ,sea. 

(i. — Ts thoro not a common rate for the locally-made stuff? 

A. — No. 

The Fre.',hlcnt. Q. — If I may explain, it is in this way. When the 
1900 Committee reported, it Avas arranged for and all the provinces agreed to 
the tariff rate. It ivas said that they should start upon the Avarehouse 
system and induce the manufacturers to .scud in their stuff into the ware- 
houses. Non; they are going back on that policy— going back to the vary- 
nig rates. Jl you havo varying rates, province A gets liquors from province 
ii, and the province A’s rate is lower than tiie province B’s rate. Therefore 
you Avill have to make some arrangements for tliat. 

Then there is the reverse case of adding a duty on tho imported .stuff. 
You .see no objection to that either? 

A. — You mean adding a provincial duty on to it. You mean on the 
stuff coming from outside, as a supplementary import duty. Tho Govern- 
ment of India Avould havo to agree to it. 

Q. — Bengal and Bombay are now doing it. 

_A. — I should, say, barring the difiicultj’ that it would mean still further 
raising tho high tariff rate on the whisky which you have now, I do not, 
see any theoretical objection to it. 

Dr. Faranjpyc. Q. — Havo you examined the food value of toddy? 

A. — I cannot tell you exactly, but I believe it is ahvays supposed, to 
have a food value. That is Avhy it i.s supposed to be less ‘harmful than 
arrack. 

The Prestdenf. Q. — But it has tho food value only when it is com- 
paratively fre.sh. 

A. — Yes. 

Dr. Ihjder. Q. — The existence of the tree is the cardinal fact of your 
o.xcise administration. 

A.— Yes. 

Q. — Suppose you had a policy of prohibition, rvhy can’t you control it? 

A, — Because it Avould meair an enormous increase of Avork and an in- 
crease of our excise staff. 

Dr. Purunjpye. Q. — What proportion of the trees are alloAA'ed to be 
used for this purpose? 

A. — I have not the slightest idea. 

Q. — ^What is your impression? 

A. — I cannot possibly tell you. 

Dr. Ryder. Q. — The person draAAs toddy from the trees which are 
marked and lias to pa 5 '' taxe.s foi* it. So you can be more or less certain 
that no tari has been draAim if a tree is not marked? 

^ — X am rather less certain than more. 

Q, — As Excise Commissioner, you are not certain that out of 100 tari 
tree.s there may be only fiA^'e or ten trees from Avhich people may be diaiving 
licit tari? 

A. — cannot tell you straightaAvay the proportion of that kind. 

Q. — It has been put to us by sojue Avitnesses in Madras that if the 
tree is used for draAving tail, it AAdll not boar cocoanute. So 3’ou could 
tell at once and Avould not have to trouble your excise staff. 

A. — ^Yon cairnot piossibly tell at once, and you Avoiild lose much re- 
venue meanwhile. 




SuUiiu gavt' tlio oiclor to roniovo from Lho pulaco all clooimtori), yla^ios and 
botl.k’.s. The liottlos of wine woro ;iko liikoii from tlio abhcmbly rooms in tlio 
paJaoo ami i)onrod out, and thu quantity of wine tluis thrown away was so 
Kroat tliat pools iind puddles woro formod as in tiio rainy season. 
'I'lio Sultan Alauddiu also diseoiitimiod his drinkiiqi; parties and ho told 
the hlaliks to proclaim that it wa.s his order that no ono should drink or 
.''olI wiuo or have anythin!' to do with wine. Bistillatipn, liowevor, con- 
tinued and wiuo was smui'i'led into tlto city of Delhi in leather rccoptaclc.s 
hidden in hundles of pira.ss. Guards woro therefore posted at the gates to 
oxamino evoryono entering and hmugglor.s were seized, beaten, fettered 
and thrown into prison or into wells, Imt still people wont into villages at 
a safe_ distance to drink and some were .so daring a.s to continuo to distil 
in their own houses in the city ii.self.” 

Dr. Under. Q. — 'I’lioy were enforcing a i)oIicy of prohibition and f 
must say that in thoso day.s-, chiolly the people living in the palace woro 
the greatest consuinor.s. There was not a IMuhamnnulan Kmporor who did 
not drink except Anrangzob, but that does not sliow that tho whole country 
was full of liquor. 

A. — It was, 1 think, full of toddy. 

The Prctiidcnt. Q. — Tho extract goes on In .say: 

“This early and whole-hearted attempt at prohibition in spito of 
'sanctions’ had finally to bo abandoned, for the Snltan gavo orders that if 
any ono distilled spirits privately and drank the liquor in seclusion without 
having a party or ussemlily and without selling it, the spie.s woro not to 
interfere with him, nor enter his house nor apprehend lum.” 

You actually Iiavo been making some oxpcriment.s on prohibition in 
this province? 

A. — Yes, in arrack, Tn certain taluks they have removed all tho 
arrack slioiis. 

Q. — You have no liquor shops in the Agency tracts? 

A. — No. A certain amount of free distillation is allowed there. Wo 
have gone further than that in tho last year or two: wo havo withdrawn, 
for example, all tho arrack shops in tho Tenkasl taluk in Tiuuovolly dis- 
trict and in some other areas. 

Q. — Haven’t you got a prohibition of sale to tlio hill tribes in tlio 
Nilgiris? 

A.— Yes. 

Dr. J[ijdcr. Q. — Is toddy also prohibited? 

A. — Tlicro exists no toddy in tho hills, Tho sale of liquor to tho hill 
tribes is prohibited. 

Q. — Has this experiment been sueecssful? 

A. — It is rather too soon to say what the clfcct is, as this is onb’ the 
second year the exporimout lias been in force. 

The I'ri'.diknt. Q. — Not long ago, you prohiintod tho location of all 
toddy in the Salem municipalily? 

A. — ^Yes, tho shops woro removed out of tho municipality. The oiily 
vesult of tluvt was that the shops all round tho uumicipality sold corres- 
pondingly more. 

Q. — go there is no ninvillingnoss on tho part of Govorumont to experi- 
ment with prohibition wherever they think there is a cluuico of success? 

A. — ^I’haL is so. 

Q, — Meanwhile tlierct Inis lieen an enormous closing doivn of llcen.ses for 
shops ? 

A.— Yes. 

Q.—You say that .“the increase in rentals is out of all proportion to 
tho inci'oaso in consumption and the only iiossiblo inference is that tho 
reduction in tho iiiiiubor of sliop.s has contributed to a considerable increase 
in tho A'a'uo of tlio .slioiis that remain”? ^ 

A. — 1 have given .some iigures about that in answer to Q. 74. Tho aver- 
age rental per .shop in jfadrhs lias risen .since 1902 by 2,100 per cent. 
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0. — ^You show that the duties oil ganja and opium are practically uni- 
formly levied. Is it not desirable to get a basis o£ uniformity for the 
whole country? 

— X should not think there is any very great objection to it. We 
do co-operate in Madras with the neighbouring provinces in the matter. We 
raised our duty on opium to something corresponding to that of the neigh- 
bouring provinces. 

Q. — In the case of opium, you would not like to give up the auction 

system, because it brings you a large revenue, but there is quite a con- 

siderable amount of duty-paid opium going to Burma. 

A. — ^Yes. 

Q, — ^You deal with that by rationing? 

A. — ^Yes. If a sbopkeeper is found selling a suspiciously large amount, 
we have power to say that he should sell only so much per month. 

Q. — Is it not open to the same objection as rationing of liquor? 

A. — I don't think we ration more than half a dozen or ten shops. 

Q. — Supposing that continues, the smuggler will pay the shopkeeper 
a high price for the small amount he gets and the legitimate consumer will 
get none. 

A. — ^He might do so, but the consumption of opium is not so common. 
The consumers of opium are quite few as compared with the consumers of 
arrack. 

Q. — Do you also find a considerable amount of adulteration and tam- 
pering with the cake with a view to smuggling? 

A. — I don’t think we have had many cases of that kind. We have had 
one or two cases in which bogus cakes were found. I think it was a trick 
of the smuggler or the informer. 

Q. — ^Were they cakes of opium? 

A. — Information was given that opium was going through. I can re- 
collect one instance in which, when it was seized, it was found to bo 
cow-dung with a tincture of opium. 

Q. — In Burma, Assam and other provinces we have been told that the 
shopkeeper is made to cut up his cake into pills, each having the weight 
of a - two-anna piece, wrap those up in paper and keep them for issue 
to the consumer and it has been suggested that instead of each individual 
shopkeeper doing that, you can have them put through a iiill-making 
machine in the factory and issued in sealed bottles of pills. One advantage 
of this is that the consumer would be sure mat he gets what he pays for, 
and the other advantage is to defeat the tampering with, and adulterating 
of, the cake. 

A. — ^I have not come across any cases of complaint agamst .shopkeepers 
for issuing adulterated opium. There have been cases in which .shopkeepers 
complained that the opium issued from the taluk treasuries for their use was 
deteriorated. 


-Q. — ^Would you object to trying this system if the factory underro ok to 
make tlio pills? 

A. — I don’t think I would ; but I do not know it it r/oald .ser/e any 
useful purpose. I think it would be more expeirsive to put it on iho 

Q, — You have given us a very interesting note on tho B’H m arr.ir-nd tlu- 
Opium Act. . - . , . 


A. — have had a reference from Govc-rnmont a'w.-t > 

Q. — Is it a provincial Bill to amend the Imoer.'el Ant? 

A. — Proposals wore sent to the Govern.*.. r- , 

- Aor. h ilifit 


X wuLa ouub it) me V.iOVOiru:..--' ~ r- ' 

Imperial Act. One of the dilhciilties in ' 




police are in charge of cases under the Act. 
less into lino with the treatment of other o'/ned rs- 

Q. — To turn to j-our appenflirr-s -‘.-.r- ' 

the consumption of arrack as coir.par.v’‘-.r'' '-'-r’Y h 

111 1913-11 the consumption fell % .3 7 - 

of the population. ■" c'-t 't=a: 

A.—Yes. 
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Q. — Has your attention been called to the enclosures to the last Central 
Provinces report? 

A. — Not officially. 

Q. — That report shows Madras as having a decrease of nine x^ei' cent. 

A. — It comes to about that. I should think that the figures are fairly 
accurate. 

Q. — You have nothing like the decrease in the Punjab and the Central 
Provinces? 

A. — No. The Punjab have been going ahead rather faster than they 
should have done in the matter of raising jirices. 

Q. — They admit there is a very large rise in illicit consumption. 

A.— Yes. 

Q. — May I turn to your report for last year? You say that the reason 
lor a fall in consumption was that Vetapalem ganja was mainly issued and 
this ganja was reported to be not of good quality. Are you giving up that 
j) articular class? 

A. — No. Government decided to try the method of taking ever the 
entire crop from the growers. It was found very difficult to make the growers 
look to the quality of the stuff. In 1920-21 and 1921-22 they, started 
the plan and the result was that Ave had to take over a very large quantity 
of very inferior ganja AAdiich Ave have since been trying to get rid of to the 
detriment of our revenue. 

Q. — It miAst be too old. 

A. — I am proposing to btirn about Its. 20,000 Avorth of it. The stuff is 
not really fit for consumption. 

Q. — You tried a State itionopoly and that failed? 

A. — ^^Ve have now gone back to the old system of the ryot cultivator 
taking it to the middleman Avho is not alloAved to charge more than a certain 
price to the retail shopkeeper. 

Q. — You are up against the old middleman difficulty? 

A. — It has not yet cropped ui?. 

Q. — ^You say that some “sonti soru” liquor seized by the Inspector of 
the Madras ToAvn Circle was found to contain 23 per cent of proof spirit. 
Has there been any increase of that? 

A. — I think the closure of toddy shoi^s in Madras has stimulated the 
manufacture of this liquor. It is made of rice in Madras. 

Dr. Dyder. Q. — Is there a good deal of smuggling of opium taking jjlace 
into BiArma from the Madras Presidency? 

A. — I think a good deal of it is from India: I don’t know if it is 
from the Madras Presidency. 

Q. — Does a good deal of smuggling take place from Karikal? 

A. — ^Yes. It is the Avork of smugglers in the interior Avho have agents in 
Karikal. 

Q. — Do they buy the opium from the Governipent factory at Ghazipur® 

A. — They buy it from shops. 

Q. — Does any of this opium go to the Straits? 

A. — I am not sure of it : I think most of it goes to Burma. 

The President. Q. — ^A good deal of ganja goes to Ceylon? 

A. — Yes. 

Q. — And to Burma? 

A. — ^Possibly: but it pays them to jjay the duty and yet smuggle. 

I suppose that the price they get in Burma is so high that they can afford to, 
do it. 

Sir Percy Thompson^ Q . — You have the system of tree-tax for toddy 
here? 

A.— Yes. 

Q. — On the Avhole, has it been very successful? 

A- — Yes, it is bringing a big reA'enue. 
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Q. — Elsewlicio it lias not boon suecost,fiil. Do you know of any special 
conditions in Madras which niako it possililo to collect the tree-tax satis- 
factorily that do not exist in other provinces? 

A. — i think the principal reason is that this Government took it up in 
earnest and for many years they were ruthless in their administration 
of the uhJcari laws. 

Q. — ^You have a larger numlier of olliccrs who can control it locally as 
compared with other provinces? 

A. — should not think so. 

The rreshleiif. Q. — You had 10.000 ahharl oflicors and you prosecuted 
30,000 cases hero. 

A.— Yes. 

Sir Pcrcij Thompson. Q. — If Government chose to take it up ruthlessly 
in other provinces, there is no reason why they should not succeed. 

A. — I do not like to say that. You cannot enforce that .sort of thing in 
the Punjah and the United Provinces with the same ease with which you 
could do it in iVfadras. fessihly it has something to do with the temperament 
of the people. 

Pr. Under. Q. — Now you do not have anything like 10,000 men? 

A. — I think the uumher at pre.sent is about 3,000. 

Q. — Did you dismiss 7,000 men? 

A. — The number has been reduced. The tree-tax sj’stcm was begun 
about 1884 and gradually we extended the .system to groups of districts, 
with the result that nine-tenths of the Presidency is under the tree-tax 
system now. 

Q. — ^Have you looked into the po.ssihility of raising the same amount of 
revenue (if you prohibited the tapping of trees) by way of a coconnut tax? 

A. — It would not cover the ground, because a great deal of the toddj' 
which is taxed is not from cocoanuts at all. The Deccan districts mostly 
get their toddy from the date, and four-iifths of these dates are wild. 

Q. — Is a large quantity of toddy drawn from the date palm? 

A. — ^Yes. 

Pr. Paranjpue. Q. — ]''roni the palmyra? o 

A. — It is more in the southern districts. 

Pr. Under. Q. — Does the cocoanut palm tree preponderate in this Pre- 
sidency, or the date and palmyra? 

A. — I could give you the figurc.-> if 1 had them. It is a matter of the 
locality more than anything else. On the West Coast, the cocoanut pre- 
ponderates very much. 

Q- — ^\Vhat have you in districts adjoining the Nizam’s dominions? 

A. — There we have some cocoanuts and some jialmyras, but, genorallv 
speaking, the toddy is made from dates: when you get to the central 
districts round about Madras, cocoanut is the principal thing. 

The President. Q. — ^Your administration report shows that the actual 
number of trees tapped were 1,188,985 cocoanuts, 759,775 palmyras and 
916,474 dates? 

A. — ^Yes: the figures I gave you, viz., 2i millions, are in terms of 
cocoanuts. 

Sir Peren Thompson. Q. — On Avhat date was the tree-tax system inau- 
gurated in Madras? 

A. — I think it was about 1884. 

Q. — Is it not an imported system? 

A. — ^It was originally adopted from Bombay and improved. I think 
the tree-tax system was first in existence in Bombay. My father introduced 
it with improvements and modifications. 

The President. Q. — Supposing you wei'e to try and levy this 21 crores 
of revenue on the trees, tapped or untapped, would the landholder pay it? 

A. — ^I suppose the tree-owner would jiay it, 

VII-34 
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Dr. Dijder. Q. — ^He would recoup himself bj' selling cocoauuts to people 
who consume cocoaiiut oil and others: probably the foreigners would have to 
pay a part if they care to have the cocoanuts. 

A. — Yes, but i think there would be stroug objection on the part of the 
cultivator. 

Q.— The suggestion that is put forward is this: that if the Government 
prohibit the tapping of trees, it could raise, though not the entire amount 
of revenue, but certainly a large portion of the revenue, by putting some 
tax on the use of cocoanuts in the countrj'. 

A. — If the man has 20 trees, he allows one or two to be tapijed. He 
gets his return from them and ho has not to pay an 3 'thiug on the remaining 
18 trees. Your proposal is that he should i^aj' something on the whole 
twentj’. 

The President. Q. — ^^Vould not the proposal also involve the taxing of 
a number of people who never let their trees for tapping? 

A.- — Yes. On the West Coast, the number of trees used for tapping 
toddj' is ver 3 ' small comimred to the number of trees in existence. 

Dr. Hyder. Q. — Then there is uo difficulty reall 3 ’ for the Government of 
this Presidency to embark upon a policy of prohibition. If the cocoanut trees 
are cbiefls' put to the cocoanut use in the We^t Coast, then there is not much 
difficult 3 ’ about illicit tapping of trees there. 

A. — 1 oul 3 ' say that the number of trees used for tlie purpose of tapping 
todd 3 f is comparatively small. There are plent 3 ’- of illicit tapping cases on 
the West Coast. 

The President. Q. — ^Actually the West Coast contributes 2,002 such cases 
out of 6,623? 

A.— Yes. . 

Sir Percy Thompson. Q. — ^Have 3 ’ou an 3 ' idea of the value of the crop 
from the cocoanut trees? 

A. — I am afraid I cannot tell you. 

Q. — What would be the relation between this value and the tax? 

A. — I cannot say that. 

Dr. Hyder. Q. — ^That 2.} erores is not entireli* to be ascribed to the 
toddy?. 

The President. Yes; it comes from it. 

Dr. Paranjpye. Q. — Have you got here inahna trees? 

A. — ^Yes. 

Q. — Are the 3 ’ used for illicit distillation of liciuor? 

A. — ^Yes, though we do not suffer from it to the same extent as the 
Central Provinces or Bombay does. In the Agenc^^ and some other tracts 
there is a good deal of mahua grown. 

The President. Q. — ^With regard to court-fees, you say “It appeai-s 
legitimate to tax ability to pay as exliibited by resort to the law”. 

A. — ^Yes. 

Dr. Paranjpye. Q. — ^^Vould you increase the number of cases dealt with 
by courts in forma jMuperis? 

A. — ^There is a great difficulty, I admit. No doubt, 3 mu should not den 3 ' 
justice to the poor man. 

Q. — ^You think that the court may give him an opportunity? 

A. — I think there should be some means of giving relief to him. 

Dr. Paranjpye. Q. — Would you increase the number of cases dealt with 
enquiries into applications of this sort? 

A. — I do not think the system is completely satisfactoiy. It is very 
difficult to get at the real facts in this country. 

Q. — You think many are not Z’eal paupers? 

A. — do not remember about that. But there is a lot of hanky-panky 
about it. 





J}r. llydcr. Q. — ^Your panehayuts and vilIap;o coiu-ts arc taking a cortain 
nnialjcr oC cab&s? 

A. — Yes; L do not roinoud)oa what the powers of tlio village courts are. 

Q. — A largo majority of cases will he settled in those courts if they are 
given suflicient powers. 

A. — I woidd not like to say what would bo the effect. But at present 
the jurisdiction of tho.se courts is limited. 

Q. — If they function well, with lapse of time you can increase the powers 
of these village courts .so as to reduce the oxce.ssive litigation in the liighor 
courts. 

A. — 'I'hat is the idea; but the troui)le is whether they have been function- 
ing well. 

Q. — How long have they been in operation? 

A. — 'riiere have been village courts for (piito a long time — at least lor 
20 years or more, ihit within the last few years they have passed the new 
Act and revised powers have been given to them. Clencrally speaking, 
1 doubt if the.so courts are any improvement on the old ones. 

Q. — ^You think that the poor pcoi)lo and the low class of people do not 
get justice at the hands of these courts? 

A. — I do not say that; but they often think they do not. 

Hr. Parunjfiiic. Q. — Have you over heard complaints that the poor man 
finds it very difficult to get justice when the other partj' is a rich man? 

A. — AVs, frequently; but that is not peculiar to India alone. 

The President'. Q. — Y’ou say “'I'herc is no compulsion to take out probate 
or letters of administration”? 

A. — I do not think tliero is. AVhat 1 mean is that a man can i)a.s.s on the 
property without taking the probate. 

Q. — He must, if ho is a Christian or .few or a Parsec and so on. 

A. — [ think there is a good deal of property jmssing wilhout the probale 
being taken out. 

. Q. — Could you give us your exi)erionce, as a ilember of the Board, 
of the operation of .section i9(c) of the Court-fees Act? 'J'ho difficulty is 
that it makes the penalty compidsory. The Act docs not allow the Board any 
option. 

A. — I do not remember any cases recently. 

. Q. — Perhaps Mr. Muthuswami Ayyar <• will bo able to say something on 
the ijoint. 

Mr. Muthuswami Ayyar. A. — ^W'’e do not levy many penalties nowadays. 

Q. — The difficulty is that the Board has no oxAioii. 

A. — It has option. Jt can remit the whole ijonaltj'. 

Q. — Under what section? 

A. — Under the proviso to section 19(e). We wore levying them some timo 
back ; but now wo do not get many ca.ses. 'J'he j)roviso to the section saj’s : 
“Provided that, if the application bo made within six mouths after the 
ascertainment of the true value of the estate and the discovery that too 
low a court-fee was at first paid on the lu-obate or letters, and if the said 
authority is satisfied that such fee was paid in consequence of a mistake or 
of its not being known at the tinie that some ijarticular part of the estate 
belonged to the deceased, and without any intention of fraud or to delay 
the payment of the proper court-fee, the said authority may remit the said 
penalty, and cause the in'obate or letters to bo duly stamped on payment 
only of the sum Avanting to make ui) the fee which should have been at first 
paid thereon.” 

Q. — ^If the party values a piece of land at Rs. 1,000 and the Collector 
thinks it is Avorth Es. 5,000, then a penalty can be imposed. 

The witness. A. — I remember having remitted a good number of cases 
Avhere it has been shoAvn that the man did not intend to defraud or delay. 


Who was present when the evidence was kikeii. 


Q. — I fcliiuk thovo have been a- good mmiber of cases nliere a man 
registers tlio sale-deed and values the laud at about lialf the value, aud 
there is uo provisiou to remit a ijart. 

A. — 1 have uot had any such cases. If a case of that kind came to me 
I should refuse to remit. 

Q. — You recommend that the iirobate duty should be graduated with 
reference to the value of the estate; aud j'ou don’t think anj* other method 
is practicable; and you would extend the probate law to all communities P 

A. — ^Yes, it comes to that. 
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Written inemoraudnm of Mr. Coruisli. 

1. I’liQ difficulty in tho way of introducing a compulsory adminisLrabiou 
of Hindu estates is tho oleiueut of survivorship in tho Hindu joint family 
governed by the ililaksluira Jiuw. A coparcener cannot dispose by will of 
his undivided share in joint property, liocauso at tho moment of death that 
luidivided share accrues to his surviving coparceners. Even if ho has died 
- IcaAdiig separate property which will vest in his executor or administrator, 
the undivided share will not so vest, hut will pass to his surviving 
coparceners. 

Section 4 of the Probate and Adininistrabion Act V of 1881 expressly 
safeguards the right of survivorshiii. “The executor or administrator, as 
the case may he, of a deceased person is his legal representative for all 
purposes, and all tho property of tho deceased pei-son A’^ests in him as such. 
But nothing herein contained shall vest in an executor or administrator 
any property of a deceased person which would otherwise have passed by 
survivorship to some other person.” 

Survivorshix) is an olomont of tlio English system of joint tenancy, and 
in English law tho share of a deceased joint tenant, Avhother in personal or 
real ijroperty, survives to his co-sharers or co-sharer, and Avill not vest in 
tho executor or administrator of the deceased [see Williams on Executors, 
volume I, page 486, and Land Transfer Act 1897, section I (1)]. But though 
such share will not pass to tho executor or administrator, it is subject to 
succession duty and estate duty. The Succession Duty Act, 1853, section 3, 
provides: “Where any persons shall have any proiierty vested in them 
jointly by any title not conferring on them a succession, any beneficial 
interest in such ijroperty accruing to any of them by survivorship shall be 
deemed to be a succession.” The ‘successor’ is accountable for the duty 
(section 42). The Finance Act, 1894, treats property passing by survivor- 
ship as proiierty passing at death and liable to estate duty. The executor 
is accountable for the duty on tho proijerty Avhich the deceased Avas com- 
petent to dispose; and executor means executor or administrator and in- 
cludes any jierson aa’Iio takes possession of or intermeddles with the property 
of the deceased [section 22 (i) (d)]. But in respect of property for Avhich the 
executor is not accountable^, any person to whom jiroperty passes for any 
beneficial interest in possession is accountable [section 9 (4)]. The executor, 
therefore, is not accountable for duty on property which does not vest in 
him ; bull tbe person l.o udiom it iiasses is made accountable. 

Proliale duty is not payable on property Avhich pays estate duty 
[finance Act, 1894, section 1 (i)’J. But probate duty Avas chargeable in 
respect of the estate of a deceased person for udiich probate or letters of 
administration Avas or wore, or ought to be granted (see Customs and 
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Inland Revenue Act, 1881). And if assets of the deceased were recovei'ahle 
by %drtue of the probate, probate duty was payable (A. Gf. vs. Brunning, 
8 H.L. Cases, page 259). 

2. Although according to the rule of survivorship the undivided share 
of the deceased coparcener does not vest in his executor or administrator, 
but accrues to liis surviving eoiiarceners, it lias been held that this rule 
must give place to statutory requirements of a title being established by 
probate or letters of administration. The Imperial Bank of India Act 
(XLYII of 1920), which has reijlaced the Presidency Banks Act and the 
Indian Companies Act of 1913, empower the bank or a company to require 
the production of probate or letters as a title to the shares of the deceased 
sliaroliolder. This right of the bank (under section 23 of the Presidency 
Banks Act) was challenged in Bank of Bombay vs. Amabalal, 24, Bom., 350, 
where it was claimed that the surviving coparcener had a right by sur- 
vivorship to be registered as the owner of bank shares which had stood in 
the name of his deceased coparcener without the necessity of producing 
letters of administration. In the course of its judgment, the court said; 
“It has, however, been argued that in view of section 4, P. and A. \ct, 
section 23 of the Presidency Banks Act cannot be treated as applica- 
ble It is said that inasmuch as the beneficial interest in the 

share passed by survivorship, the share would not, according to the words 
of the section, vest in the executor or administrator. But the argument is 
based on an obvious fallacy; it confuses the legal title and the beneficial 
interest, and assumed that because the beneficial interest has survived, the 
legal title must follow suit. But, as I have pointed out, it is with the 

legal title alone that wo are concerned”. And it was lield that the bank 

could require the survivor to in-oduce letters of administration. Reference 
may also be made to two other Bombaj' decisions — The Collector of 
Ahineclahad, 27 Bom., 140, and Kashinath v. Gouruvahai, 39 Bom., 245 — ■ 
which have established the principle that if probate or letters of administra- 
tion be essential to establish a title to property, the appropriate court-fee 
chargeable under the Court-fees Act is payable, notwithstanding that the 
j)roperty in question is the joint property of a family governed by tiio 
Mjtakshara and jjassed by survivorship. 

'I'lie IMadras High Court, too, in Be 'JJesu, 33 Mad., 93, has held that 

a Hindu father cannot bo said to hold his own share of joint ancestral 

property “in trust not beneficially” (within the words of exemiJtion in 
aunexure B, schedule III of the Court-fees Act) though ho may bo said to 
liold his son’s share in that waju If therefore a son required letters of 
adniini.stration to the joint family property on the father’s death ho juust 
pay ad valorem duty on so much of the property as was not property held 
“in trust not beneficially”, i.e., on the father’s share in the in-oporty. 

3. The above authorities show that the property of a deceased co- 
parcener which passes by survivorship can bo subjected to a compulsoi’y 
administration and levy in compliance with special statutory requirements. 
It follows, therefore, tlmt there can be nothing unreasonable or impracti- 
cable in subjecting such property to the same obligation for the oxi)rcs3 
Ijurpo-so of taxation. 

TIic value of tho undivided .Hiarc, it is suggested, .should bo the value 
of that .share on the footing that a partition of tho joint property Juul 
taken place innncduitely i)rcceding the deatli of the deceased eoparcenei-. 
The .same principle wovdd apply to a member of a .Malabar fonrad, where 
partition can only take place with the consent of all the membcr.s of tlio 
hinrad, and not, a.s in the ca.->e of a joint .tfitakshara llindn family, at the 
instance of a single coparcener. 

Any measure passed with this object would have to make it clear tlmt 
the jjroperty of the deceased which would otherwise accrue to the sxirvivors 
shouki, for Iho purpose and to the extent of tho duty leviable for probate or 
letters, be deemed to vc.-,t in his e.xecutor or administrator. 

(. To ensure the obtaining of probate or letters .some compulsion would 
be neccssarv. At present the only direct compulsion is ujmn European or 
.Vnglo-Indian estates which, if over Bs. 1,000 in value and unadminislorcd 
i>y e.xecutor or next of kin of deceased within ouo month of death, must be 
administered by tho Administrator-General. In considering this aspect oh 
tho matter it *may bo observed that tho freedom of Hindu and J[\iham- 
madan estates frohi this compulsory administration appeals to re.st upon 
the view taken by fhe courts in India at a very early period, that to compel 
Hindus and kMuli.iinmadans to obtain probafe or letiei.s uoiild be a liobi- 
tion of the Statute 21, Gcorgo 111, i-Iiaptcr 70. nliicli provided Ibat llindiu 
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Q. — ^Before ive come to the Bill, may I refer to the existing law? 
T was referring to the note by Sir. jVfuluunmad Fazsl-ixd-din, Does that 
note give a .suUiciGufcly full account of the existing laxv? 

A. — It is a very full summary of the law. 

Q. — Would you mind running through the recaijitulatiou on page Z 
of the Report of the Death Dutic,s Committee and letting us know if it is a 
full summary? 

A. — ^There is a mistake xvith regard to immovable property. At present 
there are three forms of legal representation. There is a probate or letters 
of administration, a certificate xvhieh is grantable under the Succession 
Certificate Act, also a certificate grantable by the Administrator-General 
when the assets are below Rs. 1,000. A probate can only be granted to 
an executor. If no executor is appointed by a will and there is a will, 
letters of administration will be granted and that grant of letters of admini- 
stration with will annexed is made to the person who has the greatest 
interest under the will. If there is no will, letters of administration are 
granted to the next of kin. Apart from the form of the grant, there is 
no distinction between an executor and an administrator. Then there is the 
Succession^ Certificate Act which was passed for the purpose of facilitating 
the collection of debts and, as I said, there is a certificate which is granted 
under the Administrator-General’s Act. So far as any direct compulsion to 
obtain legal representation is coixcerned, the only direct compulsion is that 
provided by section 9 of the Administrator-General’s Act, which in effect 
says : In the case of any person who is not an exemijted person under the 
Act (and exempted persons are Indian Christians, Hindus, Sluhammadans, 
Parsis and Buddhists) leaving assets exceeding Rs. 1,000 in value, if he 
leaves a will and his executor does not ixrove the will or he dies not leaving 
a will and his next of kin takes no steps to obtain letters of administration 
within a period of one month from the date of his death, the Administrator- 
General is bound to .step in and prove the will or administer the estate. 

Sir Fercij Thompson. Q. — Supposing that does happen and the Adniinis- 
tratoi’-General steps in, how does it pi-ejudice the people concerned? 

A. — ^It simply means that the Administrator-General administers and 
charges his fees. These vary in different provinces. In Madras the fee 
starts with 3 per cent for Rs. 1,000; it is 4 per cent for Rs. 2,000, then 
4^ per cent, 5 per cent, etc., up to 7 per cent. Though the fee is meant to 
cover the exjienses of the office, it may also be taken as a set-off against 
the exiienses a private administrator would otherwise incur. 

Q, — ^Do they cover what the ijrivate administrator would paj' by way 
of duty? 

A. — No. The duty is separate. He paj’S a court-fee under the Court-fees 
Act. Over aird above this, the commission may be set off against xvhat a 
solicitor would charge for obtaining the grant on behalf of the client. 
In one of Mr. Birley’s notes he gives a case where very heavy fees (some- 
thing like 15 per cent) were charged for some Indian Christian estate for 
the purpose of gettiiig a grant. It was suggested that that was a very 
heavy impost. It might or might not be, because a client who goes to 
a solicitor to obtain a grant might call on him or write to him frequently, 
and the solicitor or vakil is entitled to a charge each time. On one occa- 
sion I had six letters on one day from a beneficiary ; if that person had 
written all those letters to a solicitor, that would have increased the bill 
considerably. The Administrator-General’s commission is distinct from the 
court-fee which is payable under the Court-fees Act. The only people who 
are directly compelled to obtain legal representation are those who are 
subject to section 9 of the Administrator-General’s Act which, in fact, 
means Europeans and Anglo-Indians. 

Dr. Paranjpye. Q. — How do you come to know of the death of a 
person in the cases where you have to .step in? 

A. — ^In the mofussil, it is the duty of the District Judge to report the 
death of any non-exempted person- to the Administrator-General and to 
take charge of that person’s assets. In Madras itself, one has more or less 
to trust to luck. The death is reported by either a member of the deceased’s 
firm or by some friend, or it may be that the death is only reported to the 
Administrator-General in some cases many years after the death has 
occurred, and the estate has got into some entanglement from which legal 
representation is the only means of extricating it, 
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Q. — Tho District Judge lies no inachiuor.v to ascorlaiu Llio death, while 
tho rovenuo aiithoritias may liavo such inachiiiory. 

A. — T know of eases wlicro tlio death has conio to notice j'ears after- 
wards willionl any notice of llio deatli )>oing given to tlio Adniinistratoi'- 
Gencral. 

Sir Vcrcu Thompson. Q. — Tn England, ovcryliody takes out probate or 
letters of admiiiistratiou ; llioy do so simply hccanso without it they cannot 
deal with any assets of tho docoasod. 

A. — ^Thoro is no escape in England. 

Q. — ^You cannot deal with tho assets of an estate in any way until 
you have taken out probate or letters of administration. 

A. — ^Tt may ho so hero. ’I'lio other dai', I was given an Anglo-Tiidian 
estate to administer. A lady died and the cliildren wanted to realize tiio 
property which had to he sohl. No inirchaser would give any price for it 
without tho production of a |)roI)ale or letters of administration. T then 
found that tho husband had died six or seven years before, leaving a will. 
Thero was no nccassily for tho family to do anything until tho widow died. 
That meant a double administration at the .same lime: tho husband’s and 
tho widow’s estates had to bo administered. 

Q. — Tn England, supposing a husband died leaving something for the 
support of his wife in the way of shares, wonbl the company pa.v her the 
dividends? 

A. — No; that is the same boro. Such cases do occur pretty frcciuontly. 
Legal representation is not taken out. because there has been no urgent 
nece.ssitj'. 

Q. — Tn tho case you have mentioned, tho wife’s income might bo from 
land in which case it is simpiv a question of changing the name of tlio 
owner, and there is no particular point in getting tho name of tho owner 
changed. 

A. — ^Yes. people die without the fact heing ))roiighl to the notice of tho 
District Judge. I refer only to imojdo who are under direct compulsion 
tEuropoaus and Anglo-Tiidiaiis) hy virtue of section 9 of tho .tdministrator- 
Gonoral’s Act. 

Then you have tho Hindu AVills Act which applies to wills made hv 
Hindus in Madras or outside it, if they relate to immovahle property in 
Madra.s, I am taking tho Presidoiic.v town of jMadras. Tho compulsion 
applied there is indijcct. Tho Hindu AVills Act is a skeleton of an .\ct 
which to be effective, has to apiily certain sections of tho Tndian Succession 
Act. Among those sections of tho Indian Succession Act, thoro is a section 
(which corresponds to tho English rule of law), which says that if j'ou 
want to establish a right as executor or legatee under a will in a court 
. of law, you can only establish that right as executor or legatee hy producing 
a probate of tbe will. So that if a Hindu, to whom the Hindu Ayills Act 
applies, makes a will and if it is not necessary to indulge in any litigation 
to establisli a right as executor or legatee under the will, there is no 
necessity to take out any probate of that will. Tt is only in case the executor 
or legatee has to establish his right as executor or legatee in a court of 
justice that he has to produce a probate. This also has its drawbacks. 

Q. — Supposing, for instance, be, has left some bouse property by will 
to his sons in Madras, the sons might draw the rents from it ; what would 
happen if the sous waiited to sell it? 

A. — The same rule would apply: I was dealing with it from the statu- 
tory point of view. Apart from statute, there may he tlie insistence of a 
purchaser or debtor on legal representation being produced. I was dealing 
with the statutory compulsion, direct and indirect. If I may digress again 
for a moment, that section 187 has its drawbacks. I will give you a practical 
instance: A high caste Hindu gentleman died leaving a will. Ho appointed 
his sons as executors, and among the legatees was a Ind.y of low caste with 
whom he cohabited during his lifetime. The sons did not apnrovo of Mm 
father’s relations with the ladv or the fact of Iior heing given logac.y. They 
refused to pav her. She brought a suit. She wa.s mot witli the obiccLIoii imdcr 
.section 187 of the Indian Succession Act that no right to a legacy could be 
est.ahlished tmtil a prol)ato had been obtained. After a corlain number of 
Vn-36 
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acljuunnnuuu. tlio iiiatler was j>ui into juy liaiul'., hut tlio (■a>e eiulwl in 
a cojiiproiiuso : the sons paid a portion of her claim. The .'-ecliou may be 
a detomo to an executor agaiubt a logntoe, because a legatee put iii that 
jjojitioii has to go through a rather expensive and trouble.some proceeding 
to cite the executor, etc. 

Apart from the Hindu WilLs Act and the Admini.strator-Oenerar.s Act, 
there are certain provibion.s, e.g., the Imperial Bank Act, which ha.s .super- 
seded tiie Presidency Banks Act and tlio Indian C’ompanies Act. Inith of 
which contain provisions to the clfect that if a sluireholder dio-s. the banlc 
or the compau}' arc not hound to recognize an.v title tc> lu’s .sliares unless 
a prohate or letteis> of administration are produced hy the person who claims 
titfo to tho.so shares. 

l>t. Pa I a li j p!H' . Q. — Would you .suggc.st making the provi.siou coinpul- 
•sory instead of cjptional.^ 

A. — Yos. Banks and fndian coinjiauie.s have a .statutory right, bef<ue 
they rcgi.ster a fresh owner of .share.s which .stood in the name of a decc'.iscd 
•sharchoIdcT, to insist on legal rcpre.sentation being jirodmed. That is wh.it 
r call an indirect form of compulsion. 

Sir Pfri'n Tlioiiipioii. Q. — Would yoti make that mandatory? 

A.— Yes. 

The Prvshlcnf. Q. — Tiisurauce companies are ucnv .seeking legislation on 
the same lines? 

A. — Y<*s. TItere is a Hill to amend the .‘siicces.sion Certif’ic.ite.s Act. It> 
is slated in the “.Statement of Ohjecl-s and Be.U'on.s” that the pm|)o.e of 
the Bill is to compel everyhody to pioducc a sncce.ssion certificate. If I may 
spcal; from pcisonal experience' as an administrator of cstate.s, I find that 
in practite some inmr.ince ccnnpaiiies pav without legal iciiri-'ciitalion : 
others Hcpiire piobate if it is a will or letters of administr.itiim and in 
ionu* eU'e. a succession < etlific.ite. A|)art from that, theie aie also movideiil 
fund rule* m.tdi’ under the Provident Fund Acts. 1 h.ivo in mind the provi- 
dent- fnncl nih’. made by the ."M. *V S. M. Bailna.v Company: their mica aic* 
tcj the cifict that if the [irovident fund is helow Its. “.UJtj, the committee in 
charge of tii.it fund m.iy tuiy out that money to tiie person who in their 
opinion is entitled to it, hut if the amount is above Its. *i,f)<K), the payiiwnt 
.It a rule ba> to be made in ac'cordaiicu with tlie Imli.ni Siuces.ion .Vet, 
lia* PtoIj.Ui- ami .Vclministiaticm ,\ci. or llic Admini .ir.ttor-IJcm rar.. .\ct. 
It b.i > been held tii.it a nominaliciu form is a will .end being a will, it ba, 
t'l bet proved, -o til. It lettcT. of aiimini .tr.'.iioii with will .tniH'Xt d h.i> to ! >• 
obtained. 

Sir ptrc'i Th'iiiijii'in. i^. —.Sitppci.o 1 .im .$ Hindu .ind ono of tbn 
wveiojited periim.. I b.iVi* a eiore't worth of land .it to whieli i.ty title i. 
regi'tc-rid. ,V[i.srt tritm tli.it. I h.iVe' .il.o B >. 10, (.-tr) worth cjf cc-'inp.inic. i' 
-ic.vrt >. I tlict, ,iiid tin* I'.eir .i !. , the* c,citup.inv l<» ivgitter tin* dwirei in Iiii 
iiaii.e. Tin- t,iii.ip,in\ ..i\ . “So, \cjU mn .i get .i proir.ite’'. I)c>« > th.-.t t).e..n 
th.it .1 Hia>in exi,iit.*r will h.vve to p.iv the d pei (» nt loon itc* eiutt ctii tl,e 
wi,t,!e t t.lto in Ciiibr to ■•e' the Ik. Itl.kCJ ot dl.Hi.,? 

ffe I. i.'l.i to. 1 .1 n.iiJ'n I..C', ( fluid, ic c .. ion »|(\ i e , 

ih it .**n v.iU -'..’t .. .'.fiint w’niih t, linot.d tti tin. oiopi'Ui for t.biib ,i 
;w.,nt ii .1?. -ih.tt'K 1,.,. Ill le. ii.ij.'y uot n t a! iotsin : fie ,t I;..’.' of s!,-- 
11, tl.c ..d-ilr.i' (li ., »:> 


(' r /'iri.k, f i} If ihfS tlo tJi.it, .»!> .*t l’ • • l!,,Sb' I J.,;)!'*.,' 

1 I 1 !'ol to i , . S'dl th a ifi 111 in I 
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, , - ,1 it.t- ti ..id. -ill t’ a ft .f.stl'd *. . 1 

1 1 ' - - ^ - ! • • it' .d ' ! *1 ..i* . o' ■ ‘ ‘ * ■' 




-d,. • " a Oft' .ft .. * ■'i’.d t./ 

, ' ) ;< 1 . *1 . - , - ■ (t s - ’ .1 

f .‘f >!-t 


..:,;.-;'.d ’-c 



275 


Q. — Wo have heeu told that pcoijle ojily il^)k for limited grants. 

A. — You may have an executor ai)poiutcd for a particular jiuri:) 0 .so Jor 
a particular property: in that case, the executor would bo justified in 
asking for a limited grant; that is all ho would bo entitled to. 

The V resident. Q. — Wouldn’t he bo liable under section 19 (e)? 

A. — Yes, ho would : but I have never heard of a case of anyone being 
caught that way. It may be that they have not boon discovered, because 
it is a very dilHeult thing, especially in a joint Hindu family, to discover 
M’hat the assets of the deceased are. 

Q. — L regard it as a hardship. If a man ajjplics for probate of a will 
and only mentions part of the property, ho is liable to a statutozy penalty, 
and ho can only be excused on the ground of a mistake. 

A. — Yes. 

Q. — But a mistake of law is no excuse. 

A. — Ignorance of the hiw is no excuse. If the authorities were satisfied 
that the man made an honest mistake, they might not izrcss the penalty. 
There is a Madras decision to the effect that all the assets must bo dis- 
closed. 

Q. — t understand that in respect of a mistake of fact j'ou have no 
altei'iiativo but to impose a statutory penalty. 

A. — I don’t know, but I suppose that it znighb be left to the disci'etion 
of the revenue authorities. Tf they were .satisfied that an honest mistake 
had in fact been made because the man was under the impression tliat it 
was not necass'ary to disclose it, they might not jircss for the ponaltie.s. 

79z\ Varan jime. Q. — In the case inentioned by Sir Percy Thompson, 
would it not be possible to avoid getting a probate by taking a succession 
certificate onlyp 

A. — That might be so. Only a succession certificate cannot be granted 
whore the Hindu Wills Act applies. Jf there is a will to wliicb the Hindu 
Wills Act applies, [ think it has boon held that as a proiiato 'ought to bo 
granted, therefore, a succession certificato cannot 1)0 granted. 

J now come to the Succc-ssion Certificate Act. 'fin's enables peojile to 
obtain a form of legal representation which will satisfy a debtor. Suppose 
a man in whose favour a promissoi-y note has been executed dies. His sou 
wants to I’ccover the money duo on that note. The debtor can hold the 
ci'editor at bay until he produces a .succession certiiicate. Such a certificato 
gives full indemnity to the debtor jiaying the debt to the legal representative 
of the deceased creditor. The fees charged under the Court-fees Act are a 
percentage on the amount of the debt. 

The Vrcsklcnt. Q. — Would it bo legal for him to take an indemnity 
bond in lieup 

A. — ^If the debtor Avas satisfied, be might: but a debtor is not bound 
to insist on a succession certificate. Very often it is a way of putting off 
the evil day of payment until the creditor takes the trouble to get a 
cez’tificate. 

Dr. Varan jpye. Q. — The debtor might u.sc it as a lever to get a I’educ- 
tion P 

A. — He might. 

Sh Veroj Thompson. Q. — Tn the ca.se T mentioned vdierc a man has 
a large amount of izropertj^ and some shares, can he get a cei-tificate as -well 
as jn’obate? 

A. — The Act says that a certificate .shall not bo granted if probate or 
letters of administration ought to be granted. 

Q. — He might be able to get the .shares by lucairs of the succession 
certificate ? 

A. — ^If the coinpaiiy do not insist on probate or letters of administra- 
tion, a succession certificate might be sufficient. Take a case to ivhich tlie 
Hindu Wills Act does not ajjply: a Hindu has shares in a company, ho 
dies and his next of kin Avants to get hold of those shares or, say, money 
in a bank. If the bank or company arc satisfied Avith a certificate that 
will be sufficient. ’ 
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Q. — lint il' the bank .says that they iiiu-sb have a probate before they 
will pay, according to law, he must pay d per cent on tlie whole of the 
property. 

A. — It is just the .same for letter.s of administration. A petitioner 
lias to show all the a.ssets unle.s.s, as 1 said before, he is entitled to a limited 
grant, say, wliere an executor is appointed for a limited purpose. 

Q. — .Suppo.sing wo don’t recognize the heir without the production of a 
IMobato and the man goes over and get.s a succession certificate. The com- 
pany might say that they won’t look at the succession cortificate? 

— A company which lias adopted that provi.sion in its articles about 
requiring probate or letters of administration might insist and say that 
they have a statutory right to demand a probate, it there i.s a will, or lettei'S 
of admini.stration. if they in.sist on that right, the petitioner is bound to 
acquiesce in their demand. If they do not insist on tlieir right, it 11103’ he 
that a succession certificate would be sufficient. For instance, there is no 
hard-and-fast rule about this in iusui-ance companies. .‘some insist on 
letters of administration or probate and some are satisfied with succe.ssion 
certificates. 


Q. — If the compain- do not insist on their strict rights, what he wouid 
probaldy do is to api)l3' for probate ami onl\’ di.scIose tho.so shares. 

A. — lie might or might not. A petition for probate or letters of admini- 
stration has to have a statement of a.s.set.s and that means you have to 
show all the a.ssets. 

The Picsiilcnt. Q. — If a next of kin found that a probate was neces- 
sary and applied for a succe.ssion certificate, tho court would not entertain 
that application? 

.\. — Xo. Tho District .fudge would throw out that application. _ If 
tho court was sati.-’licd that it was a ca.so for a probate or lettei'S of admini- 
stration, then a certificate could not bo granted. 

(). — We were on tho succession certificate.s. 

A. — The fee charged is a percentage on tho amount of tho ilebt to bo 
recovered: ‘J per cent up to Ils. 6,000 and 0 per cent beyond that amount. 
If there is a renewal for a fre-h delit, the original certificate cun bo enlarged 
.'■■O !is to include the frc.'h debt and an incic.ibcd fee levied. An .Vtlminintr.a- 
lor-dencral’.s certificate can only be granted if the a-.sets aio not aboto 
It,. and llu; fee cliargctl i.s not on the amount of tho debt to be re- 

io\cre<l. lint on the amoimt of the assi-ts. 'i'lie .'’'Ucce'sion (Vrtilicate .\ct docs 
loit .ipply in .Madras, .so iliiit a person uim in tin- mofns.sil gets .1 -aicussion 
I el lilic.iic .tinl alio a. nils to leeovcr a debt in .M.tdtas, nm .t get .1 (crtiti- 
< ale lioin tbe .Mliiiinisiratoi-tJeneial .ind iiiste.el of paying as in the luofus- 
'il per lent on the amount of ilie delii (if tbe debt a.i> IF. bo a ill 

iml,\ p.iv H >. 1), lie has to pac' .‘I per cent on tbo amonnt of the 
(if the a'-ei . aeie IF. be will have to p.qv Its. 21). 

Sir t). — lie c.niT get il ii tin,, istale h uortli over 

K... 

.\. ‘1 bat il --o. Tbe h .i-oii i> tb.it nmler the Atlmini .ti.itor-tiener.d’;. 

Act It I. Fit’ll il tile limit I’lNi'l lor ilie Aiimini iti.itoi-Iieiier.irs poaiT t>> 

j'.t .lilt ,v I ei titii .ite. 

1,1 V in ,M..di.i. ’.ibo ...lilt' to ii.ih.'.e .1 ib fit oi Hi, Ff/q <>/t ..'a 

tiS lie •..tilth one !.d:h rnp».,, i .viuio; t.d.n ou' a .uiii lion urtice.it’t 

tor tb.it It 1 . F<<l‘t: be fi.. to .’.o to tfi.e .Xdiotu! .! t .itor-t J> nera! and p.'.j d per 
iiol on the wiiofi. Ill the i .l.iti;. 
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succession certificates, xVclministrator-General, Indian succession and Hindu 
wills. You did find that considerable amendment in the existing law was 
necessai’y ? 

A. — ^Undoubtedly. The whole legislation bristles with inconsistencies. 

Q. — You proposed to continue and amend the existing laws wherever 
possible and to pass a new law which would make them applicable to 
the whole of Madras? 

A. — That was the suggestion, because one of the terms of reference a as 
whether it was irossible to remove the existing hardships and inconsistencies. 

— Hid you find jmurselves somewhat tied by the tei'ins of reference to 
the committee? 


A. — Our report was to try and give effect to the terms of reference. 

Q. — If you Avere free of any tie of that sort? 

A. — There is ample room for amendment. 

Dr. Panmjpye. Q. — ^Worild you have a consolidated laAV for all cases? 

A. — I Avould at all events try and bidug ever3'bodj’^ into the same fold 
for the purpose of death duties, Avhether you call that death duty, e-'-tate 
duty or succession duty; or Avhether, as I suggest, you introduce a form of 
compulsoi-y legal representation for everybody. 

The President. Q. — I don’t follow the relation of your following bAvo 
recommendations to one another: You say that “We do not consider that it 
is possible to bring together in a single Act the laAVS regarding probate and 
administration, succession cei’tificates, Administrator-General, Indian suc- 
cession and Hindu Avills.” In the next paragraph, you say that “We hope 
that after no long period of time the existing laAvs may be repealed and a 
laAV providing for an estate dutjr substituted.” 

A. — If you have an estate duty on the lines of the English _ Finance Act, 
you could abolish a good deal of the existing legislation relating to succes- 
sion certificates, and so on. You could leave the question of probate and 
letters of administration as they are. I don’t think you could get rid of 
the necessity for probate if it is necessary to establish the validity or the 
fact of a Avill in a court of laAv; that is a fundamental principle. In 
England the estate duty takes the place of the probate duty; here it Avould 
take the place pi the court-fees, so that if a ijrobate was necessary out hero, 
instead of jjaying the court-fee (Avhich may be compared with the old pro- 
bate duty in England), an estate duty Avould be i^aid, and the grant of 
probate Avould be made as in England Avhen the inland revenue authorities 
certificate is produced shoAviug that the estate duty has been paid. 

Q. — ^What is the distinction in England betAveen the probate duty and 
the estate duty? 

A. — The probate duty corresiAonds to the jAreseut court-fees — it was a 
duty paid on probate of a will. 


Dr. Paranjpije. Q. — ^If noAV a man Avants to prove a Avill in England, 
he is exempted from any further duty. 

A. — ^Instead of paying the probate duty, he noAv pays an estate duty. 

Sir Percy Thompson. Q. — In England Avhen a man dies, his executor 
goes to the probate court and px-oduces the Avill. The coui-t in effect tolls 
him to go and pay estate duty. If anybody objects or there is another 
Avill, ho has to come foiavard Avithin a certain time, but as soon as the 
certificate of the revenue authorities is produced, unlec^s there is anything 
on the face of it Avhich looks wrong, the probate court grants probate. After 
this, the executor is in a position to deal with the assets. 


A. ^In India, pi'obate or letters of administration are not rri-anted until 
tho courUee has been paid. In the Madras High Court, for instance if 
an executor Avauts ixrobute, ho puts in a petition to the Doixuty Ite'^nstrar 
The Deputy llegistrar llieu sees whether the papers mid petition °are ix’ 
order. It they are in order, he issues uorite, if necessary’, to cite anvb-->^' 
interested in the aviU and he also gives directions as to Avhat adrerrisen^i-^ 
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Q. — ^Wlieu is the time to contest a will? 

A. — What is known as the caveat is filed, which means that nothing is 
to be done with regard to the administration without giving notice to the 
caveator. Then if there is a dispute, the matter takes the form of a suit 
and is thrashed out in court. 

The President. Q. — Then maj' T come to the Bill which was framed — 
not by your committee hut liy one of your committee — on the basis of your 
report ? 

A. — 1 do not know who framed it. 

Q. — ^At any rate, there are good many references to your report. 

A.— Yes. 

Q. — That does Jiot represent what you propose now. 

A. — I think it would be a complicated matter to introduce the estate 
duty on the model of the English estate duty. As I suggested in my memo- 
randum, the least radical and the smoothest way of doing it would be this; 
to take the existing machinery and introduce comijulsory legal representa- 
tion for all estates. That is, the Hindu, for instance, would not be simply 
bound to obtain the pi'obate of a will only if he comes under the Hindu 
Wills Act. What the State should do is this. Just as a bank or a company 
insists on legal representatioi\, so the State should insist, whenever a person 
dies leaAdng proxjerty, on his next of kin or his executor or other iierson 
interested clothing himself with legal authority and obtaining legal re- 
l)resentation either by means of a probate if there is a will, or letter’s of 
administration if there is no will. 

Q. — You say “If legal, representation is made compulsory for all estates, 
the provisions of sections 187 and 190 of the Indian Succession Act should 
be made to apply to all”? 

A. — Yes. Section 187 says that if an executor or legatee rvishes to get 
a decree in favour of some right under a will as executor or legatee, he 
must ])roduce a probate or letters of administration with will annexed. 
Section 190 says; “No right to any inirt of the property of a person who 
has died intestate can i)C established in any court of justice unless letters 
of administration have first been granted by a cottrt of competent juris- 
diction”. Those two sections merely incorporate the English rule of law, 
that if you want to i)rove your title as executor or beneficiaxy, you have 
to produce proof of your claim and probate is the conclusive proof of the 
fact of the will. It is, in fact, the only proof which the court will look 
at. 

Q. — Everybody who dies, whatever race he belongs to, his next of kiii 
or somebody else must produce either a probate or letters of administra.- 
tion ? 

A. — Yes. That is, Avhat I term legal rei>re&enta-tion. The Englishman 
must do that always. 

Q. — ^AVould that not do away with the Succession Certificate Act alto- 
gether ? 

A. — The Succession Certificate Act might be limited to small estates. I 
believe that in England there is au Intestate Small Estates Act or some- 
thing like that Avhich enables the next of kin, Avhere the estate is beloAV 
a certain fixed value, to go and apply to the Registrar and obtain a certifi- 
cate on xiayment of a- .small fixed sum. On that analogy I think the Succes- 
sion Certificate Act here might be limited to small estates, say, ivhere the 
assets are beloiv Rs. 1,000. That is, for all estates over Rs. 1,000 either 
a probate or letters of administration should be produced; for all estates 
below Rs. 1,000 either a sncce.ssiou certificate or an Administrator-General’s 
certificate sliould be ]n-oduccd; and thirdly the rate of charge on the Ad- 
ministratoi-Geueral’s certificate should be the same as on the succession 
certificate. I ivoukl bring the Administrutor-Generars Act into line with 
the Succession Certificate Act. This is what I suggest. 

Sir Percy Thompson. Q.— With regard to sections 187 and 190 of the 
Indian Succession Act, you have to take out jirohate if you want to prove 
the title and you say that is borroived from the English section. But 
surely you have to do more in England. There, whether yon have to prove 
your title or not, you still hai'e to take out probate. 
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A. — So you would Irmo. Kvoii if llio estate wa.s holow Its. 1,000 it 
might, ho nocossary to obtain i»iol)aie to Oitahlish a will, ^ly .siigge.stiou 
is that there .should alway.'> bo legal ropresoiitatiou. 

Q. — T wa.s .suppo.sing that the iiiaii died leaving u property of 
Its. 1,00,000 in .solui eash aiul his widow and (bildren live iierfoetly amicably, 
and there i.s no need to go to the eourt. 'i'ben secdions IS? and 100 would 
not reiiuire probate to be taken out in that ea-'O. 

A. — No; they do not. 

Q. — lint in England it is necessary. 

A.— Yes. 

The Presiilcut. Q. — fn tho last .sub-paragrai)h of paragraph 1, you .say: 

“In Englaiul thoro i.s no .statuto directly' coini)elling probate or ietteis; but 
tho Stamp Act .SI, CJeorge III (chapter .section .0) provides a pon.'ilty 

for taking po.s.^o,ssion of or administering tho effects of the deet'a.scd without 
obtaining probato or letters within .si.x months of tho death”. 

A. — Yes; it doe..^ not say that you are buuiul to olitain the probate. If 
you interfere aith the i)roperty of a deceased tieison without obtaining i)ro- 
bato, then you are liable to the penalty. If ipy suggestion i.s carried out that 
everybody .should obtain legal representation, that indirect compulsion diir 
vided by tho English Stain)) Act might be aijiilied to i)eoi)lo who are now 
exempt from tho intervention of the Admini.strator-General. 

0- — ^'riiat gives us your general .scheme of levying the duties. Now, 
would you graduate the duties? 

A. — ^fy own view is that the best plan would lie to ebargo a small 
duty; have a low minimum for taxation and ebargo small dulies. I doubt it 
graduated duties are nece,ssary. You lake the ordinary ease of a Hindu 
e.stato. The )noi)orty generally goes to the son or bo ^ive.s the widow a < 
life estate and makes luovision for his daughter. 1 think if you have a 

.small sealo of duties, graduation i.s not necessary. 

Q. — But surely the i)igger estate should jiay more than a smaller estate 
doe.s. 

A. — T meant graduation on tho ground of relation.ship. T have no objee- 
tion to having a graduated .scale of duty depending on the valuo of the 
estate. I think large estates should pay more. 

Q. — ^I’ho proposal in tho Bill regarding graduation according to tho 
degree of relationship is to Iiavo onc-tbird more in all causes except in tho 
easo of a husliand or wife of the deceased, or a lineal ancestor, or 'ineal 
descendant of tho deceased. 

A. — ^I’hoy got that from tho English scale. 

Sir Pcrcij Thomiison. Q. — You know there are two duties in England 
which are entiroly separate. One i.s an estate duty which is iirogroisivo 
according to the size of tho estate, and Avbich has nothing to do with 
tho beneficiaries. Then, on tho top of that and uuito seijarato from tliat, 
there is a legacy duty which is a duty which varies from 1 to 10 per cent 
according to tho degree of relationship of tho legatee; and it seoms to 
me to bo very difficult to combino those two kinds of duty'. Now wo Avant 
to knoAV Avhether you Avould graduate tlio estate duty according to the size 
of tho estate. 

A. — Certainly f would graduate it according to tho size of the estate. 
But f think it would bo very' difficult to graduate it according to the degree 
of relationship, because the Hindu does not often le.avo tho property to a 
comploto stranger. Even Avhon he makes a Avill ho Avill give it to a member 
of the family'. ^ 

Dr. Paranjpye. Q. — ^If a Hindu has no sons and dies intestate, the 
widow gets a bare maintenance and tho estate may go to a second or third 
cousin. And in that case is it not reasonable to charge a higher duty? 

A. — ^Undoubtedly, 

Q. — Such cases very often occur? 

A.— My OAvn impression is that the Hindu Avhen he makes a will docs 
not generally leave any property outside the family. 

Q.~If he does not make a Avill at all, the estate goes according to • tho 
Hindu LaAv to a fairly distant relation, to his second or third cousin? 
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A. — Yes. I was thinking that if you have a small dittj', graduation would 
not be necessary; because the property generally goes to one within the 
family. 

Q. — You have given us an excellent and clear account of the position of 
the law. Is the law common bo the whole of India? 

A.— Yes. 

Q. — Rates of duty? 

A. — I think Bengal and Madras have special Court-fees Acts. 

The President. Q. — Also the Hindu Wills Act is very partial in its 
application ? 

A. — Yes. 

])r. Paraajpue. Q. — Yon would have a common law for all India? 

A.— Yes. 

Q.- — ^About the courts which are to administer the law, do you think 
that the ordinary judicial courts would be suitable for the administration 
of these duties? » 

A. — I do not see why they are not. 

Q. — The work of the courts will be enormously increased, and this is 
work which lies outside the purview of these courts. It is really a revenue 
matter. 

A. — ^What I suggest is this: follow the English model; introduce 
District Registry as in England; do what they do in the High Court of 
Madras, * where the Deputy Registi-ar practically issues the grams. The 
petitions come before him and after doing all the preliminary work, he 
places them before the Judge who authorises the issue of the grants. At 
Home you have the District Registrars. The man goes to the District 
Registry and gets his grant there. I think it would he quite simple to 
make the Registry an offshoot of the District Court, Avhich will deal with 
petitions for grants ordinarily and if it is a contentious one, it will go to 
the Judge. 

O. — Seeing that a large number of cases here are concerned with laird 
or other immovable property — which is not the rase in England — ^the revenue 
authorities will have to be consulted practically in every case. So would 
you not leave this to the revenue courts? 

A. — ^That is an alternative scheme. My idea was to keeii things as they 
are and enlarge probate registry in district coui-ts and leave it to the 
revenue authorities to be satisfied whether a correct valuation has been put 

in. 

The President. Q. — ^Ts it not the case at present that the High Court 
appoints from time to time such judicial officers? 

A. — Yes, the district delegates. But a district delegate cannot deal 
with contentious applications. He will have to refer them to the Judge. 

Dr. Paranipjie. In England most of the work is done by the revenue 
authorities and it is only a formal matter for the courts. 

Sir Percy Thompson. Q. — ^You have your probate court? 

A. — ^In the High Court we have the- Deputy Registrar who deals with 
all iirobate matters. 

0. — ^JJHiat happens at present is that the man applies to .a certain 
judicial authority for probate, and the judicial authority says "‘‘Pay so 
much by way of court-fees and I will give it; I am satisfied of vour title but 
pay so much court-fees’’. Now the suggestion is that the judge should say 
"I am satisfied with vour title; go and nay what the revenue authorities 
decide and then I will give you your pi-obate”. That is the only change? 

A. — ^Yes. Or you may leave it just as it is now. That is, the state- 
ment of the .assets is sent to the Collector who can scrutinize it and enquire 
into its accuracy. 

Q. — The only change is to whom the fetss should actually bo paid? 

A, — Yes. (Jso the existing machinery and expand it if nece.ssary.' 



Dr. Paraiijpije. Q. — You don’t cdnsider that any legislation of this 
nature requiring compulsory succession certificate or probate or letters of 
adininistration will be considered to be an encroachment upon the under- 
taking given by the Government? 

A. — ^You must have some compulsion. If a company has the right to 
insist on legal representation, the State has equally the right to say that it 
will not recognize anybody as having a title to the deceased’s property 
unless he establishes that title by means of legal representation in the form 
of probate or letters of administration. 

Q. — On whom do you throw the responsibility? 

A. — On the next of kin. That may be the eldest son or if he is a minor, 
his guardian. No letters of administration or probate can be granted to 
a minor. 

Q. — Now let us come to the vexed question of the Hindu joint family. 
If a person dies, would you apply the rates of duty only to the portion 
of the deceased? 

A. — Yes. 

Q. — Then don’t you think that will be treating the Hindu family 
much more favourably than others? 

A. — ^That seems to he inevitable. If the deceased person had only a 
right to demand a particular share of the property, I don’t see how you 
can tax it on the same footing as you would tax the full owner. For in- 
stance, suppose A and B, father and son, have iiroperty worth Rs. 10,000 
between them. In a partition each Avill take Rs. 5,000. If A dies, tax 
A on the share that he would have got had the i^artition taken place. 
Suppose B dies afterwards. Then you tax him on the whole Rs. 10,000. 
You are bound to get the full amount some time or other, either when the 
property begins to be ancestral, when it makes its first descent or some time 
later when it passes to a single survivor. 

Q. — Now suppose there is an ancestral property worth Rs. 10,000; there 
is a father and one son and they are Hindus. Then when the father 
dies, only Rs. 5,000 will pay the duty. The son will not die for the next 
30 years, and the remaining Rs. 5,000 will pay duty on his death. But 
it may happen that that son has himself sons, in which case the Avhole of 
that Rs. 5,000 will not pay the duty, 

A. — It might be split up and the poi-tions may pay the duty. But I do 
not see how you can avoid that. If A and B are two members of a joinu 
family, at one particular moment each of them may be entitled to half of 
the propei’ty. But sous come and reduce the potential share. 

Q. — The real principle is that the State comes in for its share at the 
time when the estate passes from one hand to another. That being the 
principle, in a Hindu family, property passes not only on death but also 
on birth. If you are to treat all communities on the same level, you should 
charge duty both at the time of death and at the time of birth. Theoi’eti- 
cally, that will be the proper principle. 

A. — My view is that it is impossible. 

Q, — Suppose at present you register the property held by everybody. 
Then treat all people as if they were governed by the Indian Succession 
Act, so that if sons are born after the registi-ation has been made, charge 
on the whole propei-ty on the death of the father, and then when the son 
dies, don’t charge it just as in the case of a Christian. 

A. — That would be doing violence to the whole idea of the Hindu co- 
partnership. 

Q. — ^You don’t interfere with the law' of succession at all. t)nly so far 
as the payment of the duty is concerned, wm treat the property as if it were 
governed by the Indian Succession Act. 

A. — In other words, you fix the share for the lifetime of that particular 
individual ? 

Q. — Yes. In a family if there is one person of the highest generation, 
on his death you charge it on the whole estate. If there are three persons 
of the highest generation, then we may charge each at one-third of the 
rate. But w'hile a portion of the highest generation is living, we do not 
charge one in a lower generation. 

A. — That wmuld drive, T think, joint families into partition, 

Vil— 36 
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Q - — ^You ako charge partitions made vrithin three rears of the death of 
the highest member. 

A. — For esample, take a property worth Us. 10,000. If there is a 
possible means of paying a less duty on partition than when remaining 
joint, the family would undoubtedly ditide. 

Q. — It would be of the nature Of a gift. lu England, for instance, 
gifts made within three years of death are charged. 

A. — Ton can’t call partition a gift. 

Q. — In the case of a Christian in India, he might do the same thing. 
He might make a gift to his son and then he would escape the duty, in 
the case of a Hindu family, instead of the gift, the son may claim parti- 
tion. 

A.~I do not thiii partition is the same as gift. Partition really is 
crystallising into definite shares what formerly was undivided, 

Q. — Yon can have some limit, say within three yeais of death. In 
that way ail communities might he brought to the same level. 

A. — There are certain decisions you would have to get over. For in- 
stance, it ha', been held very frequently that the passing of property hy 
survivorship is not a succession. 

Q. — We are considering a new law altogether, so that we need not 
trouble too much about decisions. But would that be a pos-sible e.xpediejifc 
ot bringing all coimnunities to a common level? 

A. — I think the great objection is that you would be creating an uproar 
in the Hindu joint families. 

Q. — T-, not there at the present moment a tendency to do away with 
the joint familv? .At the utmost j'ou see only brothen; living together in a 
family. It i-^ a very rare thing to .see any coirsins living together, ancl et'en 
the brother-^ -eparaie after a time. 

A.—Ye.s. 

T/(C rrpshhitt. Q. — You think a law of the sort would tend to acc-elerate 
the breaking np of joint families? 

— Ye-f. Tf a joint family with a number of son.s wonld have to pay 
more if tbev vcin.iined joint than what they would have to pay had they 
scfiarated. undoubtedly they would separate. 

To uieet the ohjectiou of taxing the .share.s of coparceners dying in 
infancy you iniglit leave it to the revenue authorities to make a remission 
if a certain nnmber of such deaths occur in a family tvithin a certain 
period, though it is the survivors who benefit by these deaths. Supposing 
tiiere are two brothers and four more brothers come into the world, the 
shares of tho^e two elder brothers would be reduced from one-half to one- 
f sixth. Let U' .suppose the four minor brothers die, the potential one-sixth 

become- the potential one-half again. I know there is a very strong senti- 
mental objection ; therefore, either you .should leave it to the revenue 
mithoritie-. to give remission when a minor dies, or you should see that 
nt) clutv is chai-gecl on tlie .shaie of a minor coparcener who dic.s below a 
certain age. 

Hr. Pnmnijojp. Q.— But in any case, in that way, the Hindu family is 
treated much more leniently than others. The .suggestion I would make to 
you is to treat all the communities equally. 

A.— 1 fhink having regard to the fact that no member of the Hindu 
joint familv is a full member you must bear that in mind when you tax 
hi- share. A Hindu family has to .stand a good many charges which are 
not l.incling on the European or Anglo-Indian communities, for instance, 
marriage of sisters, etc. An English brother who inherits property from 
hi- father, is not bound to spend a penny on the marriage of his sister— 

I mean be is not legally bound. T think that may be taken into consideration 
in h-tiing the joint Hindu family off a little more lightly than others. 

Q. — You can allow rebate in such ca-ses. 

A.— Yon could not predicate the amount of liabilitie.s ; for in.stance, 
until man lago- occur, you cannot say what the expense.s would be. 



Q. — ria’ii you (;oL tlu' liu* iiitt’ro.a of tlii> uiclmy in llio family, you 
uill liavi' to allow a u'bato toy (hat al.ai. 'riieroforo in liiuling tlio corptia 
of an i“'tato. >on will have to loositlor all tho-o oiritini,‘'taiuc;.. 

A. — Yi->. Htit 1 do not know how you aio t^oiii;; to lix tho nionoy valuo in 
all tliy-o ca-'-o,-?. 

((.■ — ’riu’ii’ .■’hould ho III) ilillh'uhy at all. 

A. — If you lako a Hindu family with a numhor of hrothor.s, thoy may 

havo a partition, or thoy may 1»> oatitloil to partition, h<tL when thoy mako 

a partition, titoy will still have tlio I'noumlirani i' t)f tiio liahiiity for niarry- 
in;i thoir si-,t<>|s. t-to. .<o aho if tluuo >• .( uido-.r, lior ri;tht. of niaintonanco 
and losidomo in iho joint liouso h.wo to rio mit-idoiod. 'I'luso aro all on- 

rumhr.inros tipon iho joint Hindu i.iniily. I ilo m.t oio how you aro {toiiiR 

to pvil a monoy v.diio upon thorn, ."^o hy loltinjt tho Hindu family. o(f a littlu 
more <'ho.ii))y, you ilo t<i .» loit.iin oxtoni i ompi’nsat<> lor tin* otlior clmrj^o.i 
to whirh tho Hindu family is lialdo and to whiih no Knj’.lish or Anglo- 
Indian ia liidilo. 

Q. — .*snppodng .a p.irtition ta’co. pl.n o ahoto llioio aio four brotliora 
and tlmo ;>istoi.., tho l.ittor ilo not lounl' 

.V. — No. in .soiiio p.ut. ut Indi.i. hut not in ihit I’l o diloioy , sistoi.s aro 
ontilled to a ;har<'. hut. p.ouor.diy sito.dvinjt, tho family aio liahlo for 
tho foin.do lolalions wlio .m* not m.irritd. 'I'hoy would Ik" liahlo for marriagoi 
and for maintou.un o. 

T/ir /'r■M^rI^^,/. — ,Ma.\ I put to \ou tinolhor point fiom .Mr. Faal-ud- 

din’s nolo.' IK' s.i v s ''riolor tho Hindu joint lainiiy sysit-in ihoio i» as 
nnich oliaiHo (.ih-ont in tho ICnuhdi s\.,i,-iii) ot dooio.i'O in ono’.s inlor- 
O't in tho joint l.imily piopoil.v hy tho hiith oi lu'sh nu'inhois as thoto is 
of iiioio.i'o hy do. all a. undor tlm I'.ngl.di Aston). It it is i onsid'ir'.''! 
jo,i,son!th!o to lory I 't.ito dut.v on ilo.itlr-, it inust iio oiiu.dl.v dooiiu'd roti- 
.sonahlo to oomponsato lor iU'iioa>c hy hirlh.'. and tha)^ oannot ho considored 
praotirahlo.” 

A . — I do not soo how it is praotirahh'. Undor tho Kngli.sh joint 
lonanoy, thoro is no prospoot of (ho .shaios docrc.i.siii;', and thoto is no 
po.s,sihilil.v of fresh joint tonant.s coming in. In tho c.iso of tho Hindu joint 
family, thoro i.s lluclutition tho wholo timo. 

The ,\[iih(triij(ulhiiuj(i Jlnhadur uf JSitidieaii. Q . — i m;iy .say, to hogin 
with, that I do not think in India wo havo a.'i yot ootno to tho stage tliat 
hy ono .stroko of tho pen yoti can mako for .'ill tho Hindn.s of India ono kind 
of law. For in.stanco, in llcngal you Imvo tho Dayahhaga Law and in 
Aladra.s and other iilaces you Imvo .Mittikshara Law. 

Dr. Purcnjii’jc . — If I may ho allowed to o.xplain, I do not want to 
intorfero with tho .sucees.sion, I»ut .so far a.s tho duty i.s concerned, 1 would 
regard them all as on tho .samo level. 

The MaharajddhirajtL Jkthudur of Jinidiran {contlimiiKj ) — I quite soo 
what Dr. Paranjpyo has said. Ileforo 1 eonio to tho point which ho has 
raised I wanted to refer to tho caso you ju.st put heforo us where a lady of 
lower birth or elas-s than tho man who made the will eontc.sted for a eortaiu 
amount of monoy as a legacy which was loft hy tho man, and in that caso 
you said that tho caso canio up before you and it w'as compromised. 

A. — ^Yes. 

Q. — Supposing thoro had not been a coinpromi.so, tho lady would havo 
had dilhculty in getting tho xirofib of that ijarticular will, bccuuso tho sous 
who wore against her probably liad nmdo up in thoir mind to take tho 
• whole property. In tho caso of that kind what is your opinion about the 
remedy ? 

A . — 1 havo no doubt that there was a remedy under tho Administrator- 
Genoral’s Act. If a Hindu or Muhammadan dies leaving tho assets within 
the local jurisdiction of_ the High Court and thoro is the danger of waste 
or fear of misappropriation then tho High Court can issue an order directing 
the Administrator-General to administer tho estate or to take charge of it. 
There is not the slightest doubt if it had been fought out I should have got 



uL the property lu IhaL Avay. On tho olhor hand, if Uio testator had not 
lelfc luiy property within the local jurisdiction of the Madras High Court, 
tho Administrator-General could not haAm interfered at all. 

Q.— -Tho second point I want to inako is tliis. Supposing tho man had 
left a lot of property, and tho only sou was an adopted son. Tho adopted 
son succeeds to the property of llie father. At the same time the man has 
left a Avill although thero ivas only one son. Therefore, the son succeeds 
not only under tho survivorship but also under the Avill. But he does not 
choose to take a probate of tlie Avill, because he is sure that there is nobody 
else AA'lio is likely to contest his title, although there might be a number of 
beneficiaries. Even then, that man has at the present moment to take out, 
if he has landed property in different districts, rvhat is called in Bengal 
■nam- Jeha ri j, ihat is, under the Land Registration Act his name has to be 
substituted in place of the father. Therefore, although he may not have 
to pay_ probate duty for tlie will, he has to pay certain charges for his 
succession to get his name registered in place of his father in the land 
revenue registers. 

A. — am not quite sure u’hether the registration in Bengal in those 
circumstances would amount to title or^Avonld be equivalent to what is in 
. Madras a patta. 

The President. Q. — The Maharaja Sahib is talking about tho permanent 
scbblement. 

A. — It may he that registration in Bengal does not give a title to the 
registered person any more tluiii a Here in Madras a imfta is not 

proof that the pattadar is the legal owner of the land. He is merely 
registered as the person responsible for the revenue. 

Q_ — X think the position is quite distinct in temporarily-settled areas. 
The paita is only a document for the demand due. But in a permanently- 
settled area, if there is a succession and an enquiry has to be held before 
the Collector, mutation is required. 

The jilaharajadhiraja Bahadur of Burdwaii. Q. — ^In the case of the 
kind I have referred to you, it does not matter if the man is legal heir, he 
has still to go. before the Collector ui the different districts in Avbicb he has 
property and after paying the mutation fee ho has to get his name registered. 
In any scheme that you may have, an amalgamated estate duty or anything 
else, because you Avanted tliat for estates beloAv one thousand, you would 
haA'e a succession certificate, and in the case of estates beyond one thousand, 
you AA'ill see that the man Avill have different kind of duty to pay at present. 
Yoxr said you aa'oaaM like to have a succession certificate for the poorer classes, 
that is to say, for people Avho have an income of below Es. 1,000. In the 
case of consolidated estate duty AA-bich you may have, how would jmu get 
over the difficulty of this question of mutation? 

A, — I understand these amounts are fixed for practically getting fresh 
titles. 

Q. — It is not fresh titles, it is like this. In No. 1 there is a 

particular property belonging to Mr. A. He dies and IVL'. B, his son, has 
to come foi-AA'ard before the District Collector to shoAV that he is now the 
heir and his name has to he registered in the place of 'A as proprietor of 
tauzi No. 1, and then he begins to pay laud revenue. It strikes me in 
AA-hateA-er form you may have a consolidated estate duty, there are certain 
other charges Avhich it may be difficult to bring in to a consolidated estate 
duty, and if it AA-ere difficult, don’t you think that when you have the con- 
solidated estate duty on landed property it rnay he necessary, when you have 
a scale of graduation, to take into consideration the other demands the 
lauded property may have to meet, and AA-hich it may not be possible to 
consider in the consolidated estate duty? 

quite follow. In the illustration you have given it is compulsory 
for the particular individual to get probate, he has also to :^ay certain 
fees to get himself registered as the new proprietor. I believe in England 
in the payment of estate duty, the succession duty Avhieh is also payable 
is taken into account or rather is deducted from the amount on Avhich estate 
duty is payable. I think in tliis case you might say: If court-fees have to be 
paid for probate, you Avill deduct, in fixing the valuation of that estate, any 
fees that have been paid iu respect of registration or anything of that 
sort. 



Q. — You admit tliohu I'aitor.s will liavu to liu Lakon into account? 

A. — Undoubtedly. . 

Dr. Diiraiijiiijc. (J. — A'o nuitutioii Too will bo cJuirgcd if the probate 
duty lia.'s ahoady been paid? You can liavo .■,01110 .such rule. 

A.— Yes. 

Q. — You might lay down a rulo that luulatiou I’co will not bo charged 
if the probate has lieeii paid? 

A.— Yc^. 

Sir Vcrcij Thuinpson. (J. — At tho preiOiit time in respect of Iliudu 
estates a man i.s not bound to tako a probate; therefore, another procedure 
has to be adopted for legalising his succession, and that is done before the 
Collector, and for that a mutation fee is charged. Supposing you have a 
general rule that a probate ought to be obtained, would not tho whole of 
the procedure of going before a Collector and paying a mutation fee 
disappear? 

A. — Y'es, it might. There would bo no nece.,sity for obtaining two titles. 

The Muhiirajadlttnija JJdlittihir of Jiurduait. (J. — 1 am now speaking of 
quite a dilferent ca.se. Supiiosiug there i.s only one son, and that too an 
adopted son, and tho father of the man had also left a will, and tho will i.s 
not produced. The adopted son thinks that he need not produce tho will and 
need not tako the probate which will cost him lot of money, because thoro 
is nobody to contest. In such ea.sc.s ho will have only to go and appear 
before the Collector to have his name registered and pay mutation fees. 
There the matter ends. In those case.s when you have a consolidated estato 
duty, when you have to produce a will and when producing of tlio will is 
made compulsory, whore a will does not exist, you will have to make some 
provision? 

Sir Pcrcij Thoini)son . — Supposing there is a will left, tlien tho man will 
have to obtain a jjiobate aiul pay tho duty. Now lot us tako tho case 
where thoro is no will. It i.s necessary to tako out tho letters of administra- 
tion. It i.s precisely tho same. Therefore tho wliole of your mutation fee 
will disappear. 

The Muhurujudhiruja Duhudur of Burdwan. (j. — Supposing A and B 
are tho father and son. A dies. B, who is already in imssession of fivo 
thousand during the lifetimo-'of A. has to pay on live thousand which was 
his father’s share. Meanwhile C has come into existence; then there is a 
partition; when C comes in, ho pays a duty on ton thousand rupees? 

A. — ^No. Ho pays only on fivo thousand. Taking A and B father and 
sou, with ten thousand rupees joint family property, A dies and no son is 
boi-n to B, the whole of the property survives to B. If a son is not bom, 
A would take 0 and B would tako 5 in a partition. B would have to 
l)ay death duty on A’s half share, that is, fivo thousand. Then C is born ; 
B takes 5 thousand and C takes 5 thousand in a partition. When B dies 
the whole ten thousand survives to C and C would pay on the share B 
would have taken in partition. 

Q. — Supposing A and B have property worth ten thousand and B’s share 
is five thousand and A’s share is five thousand. When B actually gets five 
thousand, you would charge only on five thousand? 

A. — ^When A dies, his son B would i)ay on the share that A would bo 
entitled to, if partition had taken place between him and B in tho ancestral 
property, and he would pay on any sexjarato pro^jcrty inherited from A in 
full. If Us. 5,000 was inherited Ijy B from A it would, according to the 
Mitakshara Law, have become ancestral property between B and his son 0, 
so that when B dies, his son C would pay on the share of B in a partition 
between B and 0. 

Q. — Even under the Mitakshara Law, there are a great many difficul- 
ties. What Dr. Paranjpye had in view was the English law. Suppose a 
father leaves two sons £50,000 each; one son dies during the lifetime of the 
other and the property is still intact. Suppose also originally the two 
brothers in paying the estate duty paid on their_^ equal share. If the elder 
brother dies after the death of the father, would not the other brother have 
again to pay on the £50,000? According to you, C, the grandson, would 
nob pay in full. 
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A. ^Ifc would depend on wlietlier tlie property was tlie separate pro- 
perty of B or tlio joint property of B and C. 

Q- The other question put to you was by Sir Percy Thompson about 
ready cash. It is iierfectly clear that if a bank or Indian company insists 
on probate, tlie man would have to take probate on the whole of the pro- 
perty. even if it is ten laldis of rupees. But supi^ose a man has Government 
promissory notes worth a lakh of rupees and he does not take a probate of 
the will, can he get them transferred to his name? 

A. — Under the Indian Securities Act, cei'tain provisions have been 
made for the renewal of notes which stood in the name of a deceased, and 
under that Act I believe the constituted authority can, if satisfied that tlie 
pronotes stood in the name of a member of a joint Hindu family, after 
ei\quiry and being satisfied that the due claimant has stepped into the 
shoes of the former, transfer or make a renewal of the notes in favour of 
the new man, and I think that particular section is equally applicable to 
the member of a ilalabar iunemL It may be that under the Act a transfer 
can be made to the next of kin without producing legal representation, 
but I am not sure about it. 

The MaJiamjadhiraja Buhadvr of Burdican. — I know of a case in Calcutta 
where a zamindar, before he died (and he died in his full senses), trans- 
ferred all his promissory notes to different people, so that they might escape 
payment of tax. 

Sir Pcrcu Thompson. Q. — ^IVith regard to this question of the Hindu 
family, is not the whole theory of estate duty that you pay on the value of 
the assets of the deceased which puss on death? 

A. — ^Ycs. 

Q. — Suppose in a Hindu family there is a father and a son and the 
a.s.sots are Bs. 1,00,000. When the father dies, you have to enquire what 
is the value of the assets belonging to the deceased which ])ass on death. I 
Know it cannot bo sold in open market. But you have to imagine what the 
value would bo if the estate worth Rs. 1,00,000 wore sold in open market, 
subject to the liability that at any moment some person could claim a share. 

A. — ^'i'hat is so. For certain purposes, the potential share of a coparcener 
IS regarded as assets, that is to say, under the Civil Procedure Code, ancestral 
property in thehaiul.s of a son is made liable: a creditor can jjroceed against the 
ancestral property which is survived to the son after the father’s death. That 
rests on a special rule of the Hindvi law that a son is liable for the father’s 
dol)l.s, or a joint estate which survives to a brother may, under certain circum- 
stancc.s, bo liable for the debts of the brother. One brother is not liable for 
another brother’s debts according to Hii^tlu Law, but if one of two brothers 
(A and B), incurs certain debts, ho may mortgage his share or .sell it — boforo 
tho purchase is completed, ho might die or ho might incur some debt in 
respect of which a creditor has ol)taincd a decree — if tho creditor obtains 
and gots--an attachment of tho share boforo his debtor's death, ho can still 
pursue his remedy after that debtor’s death against tho share in tho hands 
of the survivor. He can work out his remedy by means of partition, ft has 
been held by .fustice Ivumaraswaini Sastry that tho Administrator-General 
can. in order to ascertain whether the value of an estate i.s iielow or above 
Rs. 1,000, take into account tho value of tho share tho deco.iscd may have 
had in any joint projiorty. fn tho particular case I niontioned there 'J^ro 
two brothons, tho surviving l)rother had api>lic<l to mo for a certilicate. ‘'n* 
.sej)araie estate of the deceased was under Rs. 1,000. Tho (lccen.scd brotnoi 
being joint and the living brother having applied tor a cortificato, m 
order to jndgt' whether the whole estate of the deceased was hehuv or aboM! 
Rs. 1,000, it was necc-s.iry to take into account the half shaie of the deceased 
brother in the joint property. 

Tht. Pirsuhnl. Q.—One witncoo told Us th.tl the Indian Suece.-siou Art, 
wliich applies to ChrLtiams, renders it obligatory on mornbors of this com- 
munity to take otit probatc-j for all uills. 

A. — .‘Section 157 aj>pHc>: it U only in the c.iso of an Indian Christian 
nspiiung to t.,tabli--h a chiiin in cottrl as execttlor or legatee that Im m« -t 
obtain piob.Ue. li it i. not ncte-i.,a»' to do that, lie need nol t.ike ptobate, 
Indi in ChrLtiau. liavo b, an ..pot j.illy exempted tnun sactiun 100. 
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Mr. C. B. COTTERELli, C.I.E., I.C.S., Secretary to the Govern- 
ment of Madras in the Local Self-Govenunent Department, 

was next examined. 


Written memorandum of tlie Local Self-Government Department, 

Madras. 

Taxation anu Financus or Local Bodics. 

Q. 106. — As a goiiorul proposiLioii tlio nuiiii critoriou for levying tlio 
taxes necessaiy for national services is no doubt ability to pay and for local 
services nieaburo of lienolits received, but it is diliicult to assess tlio extent of 
local benefits properly. Services like water-supply and drainage, construction 
of bridges, benefit not only the lesidents of tbo day who largely contribute 
towards their cost and upkeep but also tbo posterity and the visitors. Again, 
the nation has a great interest in luaintonanco of such services intended 
to keep local areas healthy, as in the event of an epidemic breaking out, 
the whole nation suffers. Services which immediately beuefit the local area 
are somotmes ultimately national in character, and it is right that all 
persons who are able to paj* should contribute towards their upkeep. 

Q. 107. — It is desirable to give local bodies further powers of taxation. 
The following taxes now included in Schedule L of the Scheduled Taxes 
Hides and jussigned to Local Governments should bo transferred to Schedule 

ri:— 

Item 4 Tax on advertisements. 

Item 5 Tax on amusements. 

Item S Stamp duty other than duties of which the 

amount is fixed by Indian Legislation. 

They are really taxes to which the local bodies have a preferential claim. 
Tho Governmeut of India have permitted the introduction of a Bill in the 
Legislative Council to enable local bodies to levy a tax on entertainments. 
Tho Corporation of iNfadras has been already iiermitted to levy a duty of 
2 per cent ad vcdoreni on transfers of property effected within the limils 
of the city. This duty is levied as a surcharge on stamp duty. Terminal 
tax should be levied on passengers also. The lollowing words against item, 8 
in Schedule if should bo omitted: — 

“save whore such tax is first imijosed in a local area in which an octroi 
was not first levied on or before tho 6th July 1917.” 

Rule 7 of Schedule V of jNfadras Local Boards Act, 1920, provides for a 
voluntary transfer to district boards by Local Government of a portion 
of the abkari revenue. Tho Financial Relations Committee appointed by this 
Government in 1920 recommended that local bodies should be empowered to 
levy a surcharge on excise revenue. It seems preferable to permit local 
boards to levy a surcharge to a.ssigning a portion of tho revenue to them. 
If a tax on tobacco is levied, one-fifth of the revenue so raised should bo 
assigned to local bodies. The whole of sale license fees in municipalities 
may be assigned to municipal councils. 

It is not necessary that the levy of any sxiecific taxes should be imperative. 
The local bodies may be trusted to levy tho main taxes required to maintain 
their services. If the levy of taxes is made imperative, local bodies are 
likely to resent it as an undue interference with local self-government and 
there seems to be no reason why Government should take the ‘onus’ of 
forcing local taxation. 

Q. 108. — So far as octroi is concerned, this Government has no experience 
of the tax as it is not levied in this province. As regards house tax, land 
tax and land cess the Government consider that they are satisfactory from an 
economic point of view. Persons who pay the taxes derive benefits which 
accrue as a result of the local bodies maintaining services like roads, 
sanitation, lighting, etc. The local bodies cannot at present afford to lose 
the income from any of the taxes specified in Schedule II. It is possible that 
income from remunerative enterprises can be develoxied considerably if the 
local bodies make a real effort to develop these sources. In this connection 
attention is invited to G.O. No. 862, L. & M., dated 14th March 1925, in 
Annexure I. They can maintain the existing services in an efficient standard 
and the surplus left after meeting the cost of, services may perhaps in course of 
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time enable the local bodies to reduce the rate of taxes or to abolish some 
of them.^ no indication that at present the local bodies have explored 

the possibilities of developing these resources. 

Q. 109. — ^As stated before, this Government have no experience of 
octroi. So far as terminal tax is concerned, the objections referred to in the 
case of octroi do not applj^. The tax is at present levied by the Corporation 
of Madras on timber only and they have not felt any difficulty in assessing 
and collecting the taxes. 

^ Q. 111. — ^The local boards depend very largely for the money required to 
maintain roads on tolls. They cannot afford to forego this income. In the 
case of municipalities the income is considerable and the councils will find 
it difficult to lose this source of revenue. In the present stage of advancement 
in India tolls are probably less objectionable than would be an increase in 
direct taxation. Net receipts from tolls should be spent entirely on the 
roads. Government would be justified in insisting on this. 

In the Local Boards and District Municipalities Acts of 1920 the rate 
of toll on carts was reduced from As. 4 to As. 3. The local bodies complained 
that this involved considerable loss of income and the rate was subsequently 
restored to As. 4 %vith the approval of the legislature. In this province at 
any rate, tolls have been found necessary. The niinimuni limit of distance 
is 20 miles between gates in local board areas, but the distance is reduced 
to 10 miles in the case of rates near municipal limits. Exceptions to this 
rule are allowed in some cases. These limits have proved satisfactory. 

Q. 112. — The answer to both parts of the question is in the affirmative. 
In the case of local boards, tax on houses and land cess are pajmble bj' tho 
owner or occupier. In the case of municipalities the property tax is leviable 
from the owner. The owner can always .shift the burden of the tax to the 
occupier. 

Q. 113. — The existing enactments do not lay down any limit in regard 
to property tax on lands and buildings, but in the case of land cess a 
maximum of 1 anna 6 pies in the rupee of annual value is laid down. It is 
proposed to legislate for raising this rate to 2 annas. The existence of a 
maximum tends to the boards being short of funds and to neglect of services. 
Its removal will not lead to local bodies raising the rates unnece.ssarily. 
On the other hand, their tendency always is to reduce the rates wherevei* 
possible. It cannot be said that the presence of a maximum limit forces 
them to adopt other forms of taxation less defensible from an economic 
standpoint. The limit on land cess may be removed. 

Q. 114. — ^Under proviso (c) to .section 84 of the District Municipalitie.s 
Act, 1920, it is open to a municipal council to exempt any building or land 
from property tax if the annual value of the same does not exceed Es. IS. 
The limit of exemption in the City of ifadras is Rs. 36 — ^vide 2>rouiso (c) (1) 
to section 102 of Act TV of 1919. The limits are reasonable. 

0- 115. — The municipal council .should have the power of rating land 
according to its annual value. Where the annual value cannot bo estimated 
tho council should have the power of taxing either on extent or on capital 
value and in the latter case a jiercentage of the capital value not exceeding 
the ordinaiy rate of interest, say 6 per cent, .should be taken as the basts 
of a.ssessment. The improvements effected by tho owner or occupier should 
generally be exempt. If land value goes up as a result of tho activitie.-. of 
tho local authoritj', they should have power to tax tho unearned fiieremont. 
The tax on urba!i lands should go entirely to municipal revenue.s instead of 
partly to Government and partly to councils as at present in this province. 

Q. 116. — Government have no expericuco of a tax on cotton. Rrofc-siion 
tax has been levied in municipal areas for a long time and in local board 
areas since 1st April 1921. Tho companies tax was introduced by tho Acts 
of 1920 and is levied in both municipal and local board areas. In many cases 
tho taxes are not assessed properly. Both profes.sion and companies 
taxes are most suitable to municipalities. 'J’lio local boards experience 
considerable difficulty in a.ssessing and collecting tlie taxes. _ Tho tax_ on 
comjianies should bo levied on net income instead of on the paid-up capit.a!, 
gros-, ju-ofits or bu.sinexs turnover. 

Q. 117. — This Government have accepted the following general principJes 
regarding jirovincial subsidies to local bodies: — 

(1) that ordinarily grants .slioiild be made for specific services aiu! not 
in aid of the general resources of the local bodies; 
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(2) (a) that Government aid to local bodies .^liould bo confirmed fo 
certain services which are semi-national in character, 

(b) that the aid may take the shape of the central administration 
of a service or part of a service (in which case the whole cost of such 
administration will be borne from provincial funds) or of a payment to the 
local body of the cost, or part of the cost of administering the service, 

(c) that the Government will determine from time to time what 
services are to be regarded as semi-national and which of them should be 
centrally administered ; 

(3) that exceptions to the general rule in (1) above are admissible in 
the case of (a) specially poor local bodies, (b) pilgrim centres and 
(c) sanitaria. 

Cost of national services like trunk roads and hospitals at headquarters 
should be contrilnited wholly by Government. In the case of semi-national 
services like provision and upkeep of second-class roads, schools, hospitals 
and dispensaries, water and drainage works, the Government should bear 
a portion of the expenditure incurred hy the local authorities. Important 
services like those of district board engineers, district health officers should 
be retained in the hands of Government and paid bj' them. Services which 
are parochial in nature like upkeep of village roads, sanitation and lighting 
of streets should be attended to by local bodies themselves. 

Q. 118. — No such stimulus exists in this in-ovince. Government super- 
vision of essential services is necessary to secure a degree of efficiency in 
the administration. This Government make the grants for trunk roads after 
obtaining reports from Superintending Engineers as to their condition. 
Similai’ly, in the case of second-class roads, the half-grants are disbursed on 
the reports of the Collectors. Education and sanitation are largely controlled 
by Government inspecting officers. The above system of control works 
satisfactorily. 

Q. 119.— ;-Some of these taxes are already levied in somewhat different 
forms in this province. Local bodies in this province are empowered to 
levy profession tax and companies tax. Business profits and capital stock 
of corporations will come under the scope of these taxes. In hill munici- 
palities the District Municipalities Act provides for tlie levy of a sei-vant’a 
tax from employers of servants. Local bodies generally may levy licence fees 
on hotels. Land cess may be levied on mines. 

Q. 160. — ^Yes. Non-tax resources like markets, cart-stands, slaughter- 
houses, avenues, etc., should be developed before additional taxation is 
resorted to. 

» 

Q. 161. — The present system under which district and taluk boards levy 
a land cess is satisfactory. No minimum need be laid down to the percentage 
of land revenue which may be levied by boards as a surcharge. At present, 
though the 'maximum is only 1 anna 6 pies of the annual value, some local 
boards are reluctant to levy the cess at the maximum permissible. 

Q. 162. — Central and Provincial Gofernments should certainly pay 
property tax on property owned by them within the limits of local authorities. 
If the Government seek exemption from payment of local rates, the subsidies 
to local bodies will have to be correspondingly raised. Local bodies are not 
now accorded any preferential treatment by the Government in regard to 
levy of customs on imported stores or land revenue on the property of local 
bodies. 

Qs. 167 and 171. — So far as assessment by local bodies is concerned, the 
experience in recent years has been that taxes are not projjerly assessed or 
collected. The work of assessment and collection should not be done by 
persons dependent on the votes of the electorate. It should be done by a 
paid agency. In larger municipalities an officer of the grade of deputy 
collector may be appointed to make assessments and to be an charge of • 
collection wox’k. In the case of smaller municipalities an officer of the grade 
of deputy tahsildar should ordinarily suffice. The officer should be appointed 
with the approval of Government. He should probably be called ‘executive 
officer’. He should be empowered to i-evise the assessments periodically 
without any interference from the local bodies. The appellate power now 
granted to local bodies in regard to revision of assessments should be taken 
away or, if it is retained, the assessing officers should be given the power of 
moving the court to revise the council’s decision. 

VII-37 
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ANNEXURE I. 

G.O. Mis. No. 862, L. & M., dated 14th March 1925. 

The importance of developing the income from remunerative enterprises 
has more than once been brought to the notice of the local authorities. 
Their attention is invited to paragraphs 211 to 220 of the Report of the 
Financial Relations Committee communicated with G.O. No. 1193 L., dated 
27th November 1920, and to G.Os. No. 707 M., dated 25th May 1920, and 
No. 1206 L., dated 3rd December 1920. 

2. A study of the figures for 1923-24 produces the following results. 
The income from railways is not taken into account. The district and taluk 
boards realise a surplus of Rs. 5,02,000 in 24 districts. Of this amount 
Rs. 2,80,000 was realised by four districts. The average for these four 
districts is Rs. 70,000. The union boards in 24 districts realise -Rs. 3,02,000. 
Of this amount nearly Rs. 1,38,000 was realised by the union boards in five 
districts. The average for these five districts is Rs. 27,600. Among munici- 
palities the figures are as follows: — 80 towns realise a surplus of Rs. 9.05 
lakhs. Of this amount over Rs. 4.2 lakhs was collected in 13 towns. The 
average for these 13 towns is Rs. 32,300. 

3. If these average amounts had been attained by the other local bodies, 
the result would have been a net revenue for district and taluk boards of 
Rs. 16.8 lakhs, a net revenue for union boards of Rs. 6.62 lakhs and a net 
revenue for municipalities of Rs. 25,84,000, that is to say, the net revenue 
from these remunerative enterprises to local bodies in the Presidency would 
have been Rs. 49.3 lakhs instead of less than Rs. 17.5 lakhs. 

4. The Government are of course aware that the conditions in districts 
differ considerably, but it is by no means a safe assumption that it is the 
richest districts which make the most money out of these remrinerative 
enterprises. The district and taluk boards in Kistna district, for instance, 
made no net revenue from these sources for 1923-24. The Government are 
convinced that it would not be at all unreasonable to expect an average of 
Rs. 70,000 for district and taluk boards in a district, of Rs. 27,600 for the 
unions in a district and of Rs. 32,300 for a municipality. 

5. The Government trust that the presidents, chairmen and members 
will ponder these figures and pay real attention to the development of tliese 
resources. They consist mainly of markets, cart-stands, slaughter-houses and 
avenues. It injist be remembered that these are perhaps the most satisfactory 
sources of local revenue. The payments are not in the form of taxes but 
are definite payments for value received. A man who wants a stall in a 
market has no objection whatever to paying a reasonable price for it. In 
fact he would much sooner do so than not have facilities for- selling his 
goods. These payments therefore avoid the most objectionable feature of 
all taxation, viz., the unwillingness to pay. The Government trust that a 
real effort will be made to develop these resources not only in the financial, 
interests of the local bodies but for the provision of increased facilities and 
amenities to the public. 


Necessity eob retaining Tolls, Defects in Assessment and Collection 
BY Elected Bodies and ways fob improving the Finances 
OF Local Bodies. 

Octroi is not levied in this Presidency. Toils are. The amounts col- 
lected from tolls and the other taxes are compared in the stateinent A 
below. In municipalities tolls bring in over Rs. 13 laklis^ and the district 
boards derive nearly Rs. 30 lakhs from this source. This income represents 
about 14 and 12 per cent respectively of the total ordinary expenditure of 
municipal councils and local boards. The bulk of the income is derived from 
tax on buildings in urban areas (municipalities and unions) and from 
land cess in rural areas, but few local bodies can at_ present afford to lose 
the income from tolls. In the case of municipalities in the Cpimbatore 
district, e.g., Dharapuram, a large portion of the revenues is derived from 



tolls aiul it will 1)0 iliilicult to replaco tolls by aiiotlioi- sourco of rcvcnuo. 
Taxation by tolls is an out of ilato method of taxation and has been for some 
time abandoned in most Eiuopean countries except in special cases as 
for payment of the cost of a bridge, but it is dillicult to see how the income 
derived, which is in most cases essential, can be otherwise provided. State- 
ment B shows the relative income from tolls, other taxes, non-tax resources 
tmarkets, avenues, railways, etc.) and Covernment {grants and contribu- 
tions and the percentage, of income from sneh source to the total ordinary 
expenditure in the ease of a few typical municipalities and local boards. 

‘2. As!<essincnt anti tyUt'clion of hues htj locnl hotlies . — Attention is 
solicited to the answer f^iven by this department to Qs. 107 and 171 of tho 
Taxation Committee. The fact cannot bo dis^tnised that recently tho .stan- 
dard of collection by .municipal councils has tieterioratetl. In tho case of 
as many as *J5 municii)al councils (out of SO) the tiovernment are at present 
watching the i)ro;^re,'>s of collections month by month and in one ease 
(Tiruvalnr) they have already taken collection work out of tho hands of 
tho council. It is likely that the (lovernment will have to do the same tbinp; 
in reyanl to a few more cotincils this year. A comparison of the record of 
collection in IDlld-'il with that of a decade at;o shows that there has been 
a serious decline. In lOhl-l I the councils were able to collect !)G jter cunt 
of their revenues, while in UVJ.'l-'il the collections were per cent of tho 
demand (vide paragraph OG of the General Municipal Heviow for 192;J-“JI). 

Asse.ssment of taxes also is not properly done. Tho lOxaminer of Local 
Fund Accounts has brought to notice .several cases in which mnnieipal 
councils have neglected to make proper a.s.se.-'sments and to ensiire growth 
of revenue (vide paragraphs 9, It and I.'l of the Audit Bei)ort for 1922-“J3). 

An instance of gross carele.ssne,'-.-} in a.sse.ssing taxes may be found in 
Conjeeveram (G.Os. No. ‘227!, L. it .M., dated 1.3th October 1923, and 
No. 1S12, L. it ^[., dated Ith July 192!). 

A note showing the ways in which tho rmanccs of local bodies may bo 
improved is appended. 

HTATEMHNT’ A. 

V 

I.— Al.t, .JfUXlClI’ALlTlKs. 


IVroentagc 
of coluam 



Total 

(2) to total 

Name of la.\. 

collections 

oidinaiy 


in 1923-21. 

expenditure 


' 

(Its. 92-65 



laklis). 

(i) 

•(2) 

(3) 


JIS. 



(i:; LAicHs) 


A. — Diitrict ilunici^itlilies Act. 


(1) Property tax — 



(i) For general purpoaea 

27-03 

20 

(ii) Water and drainage tax . . 

12-02 

13 

(iii) Lighting tax 

0-23 

0-2 

(iv) Eailway tax 

(not levied hy any council). 

(2) Tax on companies 

1-19 

1-6 

(3) («) Profession-tax 

5-76 

6 

(i) Surcharge on ino' inc-tax 

(not levied by any oounc 

il). . . 

(4) Tax on carriages and animals . . 

3-16 

3-7 

(6) Tax on carts ’ . . 

1-76 

1-9 

(6) Tax on servants 

0-10 

0-1 

(7) Tolls 

13-16 

11-6 

(8) Pilgrim tax 

1-11 

1-2 

B. — Elementurif Education Act. 


(0) Education tax 

1-45 

1-6 



II. — All Local Boajids. 


Name of tax. 


( 1 ) 


Income in 
1923-21. 


( 2 ) 

ns. 

(in lakhs) 


— Local Boards Act. 


Percentage 
of column 
(2) to total 
ordinary 
expenditure 
(Bs. 251 
lakhs). 

(3) 


(1) Land cess . . 

86-37 

31-1 

(2) Companies lax 

0-28 

0-1 

(3) Profession tax 

1-98 

0-8 

(1) House lax in unions, including additional 

12-89 

6-1 

tax for water and drainage, etc. 

(5) Pilgrim tax 

0-17 

0-7 

(6) Tolls • . , 

29-89 

12. 

B. — Elementary Education 

Act. 


(7) Education tax . . . . , . 

6-51 

2-6 

HI.— Madras ConronATioN. 

Percentage 
of column 


Actual 

(2) to total 

Name of tax. 

collections, 

ordinary 


1923-21. 

expenditure 
(Ks. 53-18 
lakhs). 

(1) 

(2) 

US. 

(in lakhs) 

■ (3) 

(1) Property tax — 

(i) For general pui-poses 

14-18 

26-7. 

(ii) Water and drainage tax . . 

13-73 

25-8 

(iii) Lighting tax 

2-02 

3-8 

(2) Profession and companies taxes 

5-69 

10-7 

(3) Tax on carriages and animals . . 

2-03 

3-8 

(1) Tax on carts 

0-16 

0-9 

(6) Tolls 

0-61 

1-1 

(6) Tax on timber . . . . .j,. 

1-18 

2*2 

(7) Duty on tiansfer of property . . 

0-76 

1-1 

(8) Education tax 

(not levied.) 

• • 


Note. — Bettennent lax is not levied by the ^fadras Coiporation or by any municipal 
council or local boaid. Seme will in the next few yeaia (e.g., Tirupati and Chittoor 
municipal councils). 



STATEMENT B. 


Btatemeni showing the income from tolls, taxes, etc., of certain municipalities and 
local hoards in a few districts according to the accounts for 1923-21. 




Ordinary income. 



Total 

Tolls. 


laxes, excluding 
tolls (mainly 
property tax). 

Name of municipality or 
local hoard. 

(1) 

ordinary 

expendi- 

ture. 

(2) 

-4-» 

1 

(3) 

^ Percentage of 
3 column (3) to 
column (2). 

§ 

0 

1 
(«) 

Percentage of 
"a; column (5) to 
column (2). 

1. Madura . . , , 

ns. 

7,57,111 

88,616 

12 

ns. 

6,01,099 

80 

2. Trichinopoly 

6,61,866 

1,78,189 

37,917 

7 

3,12,378 

61 

3. Oocanada . . 

17,739 

10 

1,08,182 

61 

4. Coimbatore 

2,61,909 

37,963 

15 

1,11,781 

67 

6. Dharapuiam 

57,766 

28,968 

60 

16,615 

27 

6. Mangalore , . 

1,23,301 

•1,711 

1 

1,00,679 

82 

7. Cuddalore 

1,12,993 

27,587 

19 

77,373 

61 

8. Kurnool . . 

1,11,119 

11,666 

10 

49,196 

11 

Local Boauds. 

1. Salem district 

(Rupees 

IN lakhs) 
11-12 

(Rupees 

IN lakhs) 
1-68 

15 

(Rupees 

IN lakhs) 
3-91 

31 

2. Kistna district , . 

18-60 

1-13 

6 

8-20 

11 

3. Madura district . . 

9-17 

3-51 

38 

7-29 

79 


Ordinary income — cont. 


Name of municipality or 
local board. 

Non-tax sources 
including fees. 

G overnment 
grants and other 
contributions. 

Total 

income. 

(11) 

1 

0 

1 
(7) 

o-. <=> 

oj d p! 

d 1 a 

<i> d cs 

O I—* i-H 

u o o 
a> o o 

Ph 

(8) 

1 

o 

(9) 

S4-I O 

O 

III 

O (-H r-i 

^ o o 
(D o Q 

(10) 

1. Madura . . , . 

2. Trichinopoly 

3. Coeanada . . 

1. Coimbatore . . * . . 

5. Dharapuram 

6. Mangalore 

7. Cuddalore 

8. Kurnool . , 

Local Boakds. 

1. Salem district 

2. Kistna district 

3. Madura district . . 

ns. 

2,18,667 

2,18,195 

63,689 

61,187 

19,797 

33,787 

17,219 

55,110 

29 
39 

30 
2i 
34 
27 
33 
19 

ns. 

50,334 

16,259 

16,998 

28,968 

3,161 

11,195. 

13,624 

26,372 


ns. 

9,61,716 

6,14,749 

1,96,808 

2,72,899 

67,661 

1,53,376 

1,66,803 

1,42,212 

(Rupees 

IN lakhs) 
6-98 

9-11 

2-79 

52 

61 

30 

(Rupees 

IN lakhs) 
2-81 

1- 99 

2- 62 

26 

27 

29, 

(Rupees 
lU r,A!CIIH) 
ll'iL 
23-73 
16-21 
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A^ote 'regarding the leags in lohich the finances of local bodies may he 

improved. 

An attempt is made in the following pai’agraplis to show how the finances 
of local boards and municipal councils may be improved in the near future. 
It is not proposed to include the case of the Corporation of Madras as it 
has more scope for development within the four corners of the present Act 
than other local bodies have. 

2. The functions of local boards and municipal councils in this Presi- 
dency are more or less well defined. Under the existing enactments they 
can expand their services and take up more services, bub lack of resources 
prevents many of them from doing so. Their present resources, it must 
be confessed, are not sufficient to maintain the services already undertaken 
at the standard attained by their sister bodies in other parts of the world, 
though comparison with such bodies in India may not show them at a dis- 
advantage. One expects a better standard of administration from these 
bodies in modern days, but it looks as if the ujikeep of the services even at 
the i)resent indifferent s'tate is the utmost that can be expected of local 
bodies. Like Government the local bodies have been affected by the rise 
in i^rices and cost of living in r-ccent j-ears. Cost of administration has in 
consequence been increased, while the revenue has not kept pace with such 
increase of expenditure. With the return to normal conditions, these bodies 
will be able to maintain their services more satisfactorily than in recent 
years. 

3. Tiio absence of a well-defined system governing the financial relations 
of local self-governing bodies with Government has been a main cause of 
their poor finance. It was impossible to define them in the beginning. They 
were first called into existence half a ceutxiry ago with the primarj’’ object 
of affording the people a training ground in the Government of the country 
and gradually responsibilities were added. They functioned with the small 
revenues raised by them locally supplemented by largo doles from Govern- 
ment. Municipal councils grew more rapidly and in their case disofficializa- 
tion began very early. In the case of local boards officials were responsible 
for the administration until a decade ago. On the whole, the in-ogress of 
local self-government during the last half century has been quite satisfactory 
though it might have been accelerated. The fact that the local bodies and 
the Government have at last found the need for a wcll-dcfmed system to 
govern their mutual financial relations marks a happy land-mark in the 
field of local self-government. It betokens also a sense of their independence 
and desire for advance. 

4. A committee was appointed by Government in 1920 which survo^-cd 
the possible grounds of developing the resources of local bodies and sug- 
gested measures for securing to local bodies greater financial relief than 
they then possessed. The time for such a committee was inopportune for 
two reasons. Firstly, the Local Self-Government Act had been amended 
a great deal providing for new sources of taxation and other revenues. 
Tho local bodies had not then fidly availed themselves of tlio now i'owers 
of raising revenues. Any attempt to readjust the financial relations was 
thoreforo preniaturo. Secondly, tho reforms had then been introduced and 
tho ^^loston award had made it dilKcult for Govermnont to alFord much 
financial relief to local bodies. 

Tho re.iult was that most of tho main reconunendalions of tho Coin- 
initlee calculated to give additional relief were not imniodiately accepted. 
Tho Govenunent however were liberal to accept tlio main principles under- 
lying tho recommendations and have been gradually giving effect to them. 

o. Uncertain doles which benefited mainly tho vociferous bodies havo 
boon replaced by recurring sub-ddies for services chi.s.silied as national or 
semi-uatiunal in importance. Grants for non-recurring purposes also are 
given, but minor worhs of a parochial nature are left to bo financed t)y the 
local bodies themsolvct. 

0. lleioro taking Up the (luestion of exploring new .sources of rovenuo, 
it will not bo out of place to .show how tho existing main icrvices aro financed. 

7. Taking municipal councils first,_ the recurring gr.ints loceived from 
Government fall under the fir.st fo\»r of the following head.'i : — 

(1) Trim!: lond.-s.— The Government .sub-^idy is l\.i. 1,001) a inilo a ye.ir 
and m.iy gener.vlly bo said to ho adequate to maintain them. 
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(2) Elementary education.— The relief now afforded is not based on 
any system, nor is it proposed to place it on any definite basis. 

(3) Secondary schools.— kt present there is no system underlying the 
subsidies for these schools. The Government bear either the net cost ot the 
high school classes either in full or a portion of it in some cases, or contri- 
bute a fixed sum towards maintenance supplemented by varying grants tor 
non-recurring purposes, the amounts of which differ according to the then 
finances of the local bodies and the Government. 

(4) Medical relief.-The Government have taken over completely the 
district headquarter hospitals and since September 1923 ^ a _ definite 
system of grants-in-aid has been evolved in the^ case of other institutions. 
The Government bear the entire cost of the salaries of medical officers at the 
headquarters of taluk stations and a fixed percentage of the pay of the 
medical officers in other places. In the case of certain institutions opened 
from 9th March 1915 the Government have agreed to bear one-half of the 
cost of maintenance. 

(5) Municipal health oncers . — The Government bear three-fourths of 
their cost while the other one-fourth is contributed by the municipal 
councils. 

{Q) Plague.— The cost of some measures to combat plague pch as 
inoculation, police to guard evacuated houses, observation including the 
pay of plague inspectors, etc., is borne by Government and the rest by Lhe 
municipal councils. 


8. District and taluh hoards — (1) J'runlc roads . — The Government contri- 
bute Rs. 500 a mile a year and the amount is generally adequate. The 
allotment is insufficient where quarries are remote or the roads lie near the 
City of Madras or important towns. 


(2) Second-class roads . — A maximum amount is fixed for each district 
and the grant is paid subject to a maximum of 50 per cent 
of the amount spent on the roads by the district boards. 
Originally this grant represented one-fourth of the land cess col- 
lected by each board. In 1913, the Government offered to contribute an 
additional grant equivalent to the amount of land-cess collected by local 
boards in excess of an one-anna rate. The Local Boards Act of 1884 per- 
mitted the boards to levy a cess for general purposes at only a maximum 
rate of one anna in all districts except Malabar, South Kanara and the 
Nilgiris where the maximum was 2 annas. The Government proposed to 
amend the Act to enable the boards to raise the cess to over one anna. 
The boards were generally averse to an enliancement and the question of 
amendment of the Act was dropped, but as the Malabar and South Kanara 
boards had raised the cess to 1] annas and the Nilgiris District Board was 
already levying a rate of 2 annas the Government increased the share of 
these boards in the general resources grant by an amount equal to the excess 
cess over one anna. Subsequently in 1917-18 the total grant was fixed once 
for all and the share for each district was definitely fixed. From 1st April 
1923 the grant has been _ earmarked for specific purposes, viz., upkeep of a 
provincial cadre of district health officers costing about Rs. 1.45 lakhs, the 
balance being distributed in the original pi’oportions for maintenance of 
second-class roads. 


(3) Elementary education " 

(4) Secondary education. , 

(5) Medical relief. 

(6) Plague. 


Same remarks as for municipal councils. 


9. E on-recurring grants. Generally, the Goveimment do not give grants 
to municipal councils foi’ purposes other than major water-supply and drain- 
age schemes. _ For water-supply and drainage schemes the usual share of 
Government is limited to one-half of the cost of the execution of the scheme 
Grants are not given for their upkeep which should be financed by the 
councils by raising a special water and drainage tax or from their sonoral 
funds. For the construction of medical buildings or buildings for socondarv 
schools, half-grants are paid, but at present in the case of fecoLaiw school 
buildings. Finance Department object to even a half-grant if tlio fuiLccs of 
the council are satisfactory. The Government occasionallv holn oofiTfnp! 
whose finances have been depleted by prevalence of severe ouidoinlo^ ^ 
affected severely by cyblope or floods, ^ ^«veie epidemics, tho.so 
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10. As regards local boai’ds, full grants are ordinarily given for bridging 
main lines of communication classed as trunk roads and half grants for 
building other important roads. Grants for medical and secondary school 
bnildings are given on the same principles as those applying to municipal 
councils. 

As regards water-snpply and drainage schemes, grants are given only for 
major schemes or where definite schemes approved by sanitai'y authorities 
are put forward and the local bodies guarantee to maintain them from 
their funds. Compassionate grants-in-aid of general resources also are given 
if the boards cannot make both ends meet even after levying taxes at 
maximum rates. 

11. The above paragraphs will show that so far as existing services aro 
concerned the Government subsidy is on the whole limited to specific services, 
while the policy in regard to grants for non-recurring purposes is not uni- 
form as between municipal councils and local boards and the financial condi- 
tion of the applicant bodies is more or less the main factor in deciding on 
the grant of a subsidy. 

12. The possibility of curtailing expenditure or rearrangement in a 
judicious manner of the burden of upkeep of existing services has been 
examined in regard to local boards and both the Government and the local 
bodies are taking measures to make local boards solvent with the existing 
resources as far as possible. As regards municipal councils, there is no 
danger of any financial breakdown so long as they do not neglect collection 
work unduly and do not grossly mismanage their services, 

13. Attention may therefore be confined to the possibility of developing 
existing sources of revenue or of adding new sources. 

14. Existing sources of revenue fall under two heads — 

(1) Taxation and 

(2) ^ Non-tax sources. 

The bulk of income from taxation in municipalities is derived from 
property tax, profession tax and toUs. Other taxes like tax on carriages, 
animals and carts j'ield a substantial revenue but not so much as the 
former three. In hill municipalities, a tax on servants can be levied, but 
it is considered an unpopular tax and the Ootacamund and Coonoor munici- 
pal councils propose to abolish it. 

Tax on companies and pilgrim tax were added on by the Act of 1920 
but yield a small revenue, ilunicipal councils can also levy in liou of 
profession or companies tax, a surtax on income-tax under the new Act of 
1920 but the Government of India (whoso sanction is required for its levy) 
have declined to permit any council to do so, though thej' agreed to its 
inclusion in the existing Act, when the Bill was submitted to them for 
sanction, fn local board areas, land cess is the main source of revenue of 
district and taluk boards. Next come tolls which go to district boards. 
Union boards inainly depend upon tax on houses. Pilgrim tax, profession 
and companies taxes were new taxes added on by the Act of 1920 but yield 
small revenues. Further, the boards find it difficult to a-ssess and collect 
tlio companies and profession taxes as they canuot'afford to employ a special 
establishment for the purpose. 

15. It is possible to derive more revenue from the foregoing taxes witli- 
in the limits laid down by the prc.sent Act or without the local bodies being 
unduly extortionate. 

(n) Property tax . — In municipalities, the general pronerty tax is 
levied at varying rates. ‘ The Di.strict JIunicipalitic.s Act lays down no 
maximnm. At pie>,ont the highest rate reached is 11 per cent 
ill Ongolo and 10 per cent in nine other councils. Tho re.-.t 
levy at rates varying from Oi to 9V per cent. If all councils 
levy the general property tax at a fiat rate of 10 per cent, then 
they can rai.se the income (Ils. 28.11 lakhs according to budgets for 192l-2.'i) 
by Its. .5.01 lakhs, i.o., by a fifth of their present income. It may bo argued 
that a ilat rato is objectionable on tho ground that it limits tlio powers of 
municipal councils to levy property tax according to their needs. It may 
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be so. But experience shows that most councils are unwilling to raise this 
tax even though they are on the verge of insolvency and their attention 
is drawn to the possibility of saving their position by increasing this tax 
by even or 1 per cent. It may not be objectionable to fix a minimum, 
say, at 8 per cent below which no municipal council can levy property tax 

(6) Profession tax . — Profession tax may yield an additional income of 
about Rs. -27,000 if all the councils levy at the maximum rates laid down by 
law; This is an underestimate. This is a_ source of income which can very 
well be exploited without any serious objection. "What is^ required is an 
earnest attempt to tax all persons who really makb an income by some 
profession or other without making exceptions. It is generally the person 
who gets a fixed income that is now regularly taxed. Many shopkeepers and 
small traders escape either on account of the unwillingness on the part of the 
council executive to tax them or for want of proper agency to bi’ing to 
book all such persons.- But there is no doubt that if only the councils assess 
and collect the tax properly, they can add an appreciable amount to theii- 
revenues. 

(c) Companies tax . — ^The same i*emarks can be applied but with less 
force to companies tax also. 

{d) Surcharge on income-tax . — ^It is possible that the municipal 
councils can derive a very substantial sum if they are allowed to levy the 
surtax on income-tax (in lieu of profession tax on incomes of Rs. 2,400 
and over) now allowed under the law. 

16.’ As regards local boards, the main source of their income is land 
cess. Under the present Act, it can be levied at a maximum rate of one 
anna six pies, of which district boards may appropriate a cess of nine pies 
and taluk boards a cess of nine j)ies. The maximum rate has not yet been 
reached by all district and tiiluk boards. If all the boards levy the cess at 
maximum rates they can derive an additional revenue of Rs. 11.67 lakhs. 
But there seems to be no justification for prescribing any maximum for 
I'avying land cess. In the case of municipalities there is no such maxinnim in 
respect of the general property fax. The discretion may be left to the 
local boards subject to the approval of Government. Even here one anna 
six pies may be the minimum instead of the maximum, Profession and 
companies taxes in non-union areas are collected by taluk boards genei’ally 
on payment of a commission of 5 per cent of collections to village officers. 
The village officers are not under the control of the taluk boards and are in- 
different in properly assessing and collecting the taxes. These tnxes were 
newly introduced in the present Act of 1920 and have not been fully tried. 
Some local boards have abolished the taxes after one or two years of levy on 
account of the difficxilties of collecting the tax. Much additional revenue 
cannot be hoped for in the near future unless the boards systematically 
employ a collection staff, or Government make more efficient arrangements 
directly with the Revenue Department for their collection. As regards other 
taxes it cannot be said that they are under-assessed. It is not possible to 
estimate the additional revenue that may be raised by raising the rates of 
other taxes. 

1/ . The non-tax resources of municipalities and local boards may gene- 
rally bo described as remunerative enterprises. Blunicipal councils get a 
largo portion of their income from the following heads: — 

(1) Markets, cart-stands, and slaughter-houses. 

(2) Avenues. 

(3) Licenses of various kinds. 

(4) Sale of lauds and rent and produce of municipal lands. 

(.5) Private scavenging and cess-pool fees. 

(6) Sale of rubbish. 

(7) Foes, fines and forfeitures, mainly magisterial fines. 

(8) Charges for excess consumption of water where there is a water- 
supply scheme. 

(9) Municipal trading. 

18. (1) Markets, cart-stands and slaughter-houses . — ^It is surprising that 
present date many municipal councils have not exploited tbit 
unfailing source of income to its fullest extent. Of all other .sources thi^ 
VII— 33 
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enterprise offers the least objectionable revenue. The following councils 
derive an income of over Es. 15,000 T)er annum from markets since 
1922-23:—. 


(The figures are 

in thousands 

of 

rupees.) 





1921-25 

1925-26 

JIarkets (1923-21). 

1922-23. ' 1923- 

21. Revised 

Budget 




Estimate. 

Estimate. 


ES. 

RS. 

ES. 

ES. 

Trichinopoly 

48 

61 

* 

« 

Madura 

39 

38 


* 

Ootaqamund 

23 

28 

28 

29 

Coonoor 

25 

21 

26 

22 

Pollaehi 

20 

20 

20 

21 

Masulipatain 

19 

20 

t 


Coimbatore 

18 

17 


> 

Vellore . . 

16 

17 

r- 


Negapatam 

18 

17 

18 

18 

Cocanada 

17 

17 

16 

16 

Kurnool 

11 

16 

22 

20 

Erode 

16 

16 

15 

It 

*No 

information. 





It will be seen that all the above towns are important trade centres 
in their respective areas. Increase of revenue in their cases will follow 
generally the development of trade, but improvement of the conditions of 
the markets and the addition of facilities to the traders will no doubt bring 
in more revenue. The fact that other important trade centres or big towns 
where trade is generally very brisk like Tiruppattur, Conjeeveram, Tirupati, 
Tiruppur, Berhampore, Guntur, Bezwada, Ellore, Calicut, Cochin, Virudhu- 
nagar, Salem and many of the municipalities in the Vizagapatam district 
derive less than Rs. 15,000 shows that they have not developed tliese sources 
as well as they can. An in.stance of the infinite possibilities of raising siib- 
stantial income from markets is afforded by the Erode municipality. In 
1919-20 the council spent Rs. 5,500 on the comstruction of a row of shops 
which in the next year was let out for Es. 6,000 a year. TJie income of this 
council from markets has quadrupled in the last quinquennium. Among 
municipalities which are keen in this matter may be mentioned Ellore, 
Coonoor and Tenali which have schemes under execution. It is possible to 
make the income exceed Es. 15,000 in all the above towns and in other towns 
also if only the councils judiciously exploit this source. This is a most un- 
objectionable form of income because in this case, the person who pays a 
small fee for a stall in a market gets more value than he pays for in tho 
shape of security and freedom of action. 


Municipal councils have not yet begun to appz’eciate the value of cart- 
stands as a revenue-yielding asset. At present cart-stands do not yield 
generally more than Rs. 3,000. The income exceeds this figure only in two 
towns of Trichinopoly (Es. 14,302) and Anakapalle (Es. 4,167). As many as 
24 councils (named in statement C below) do not get any income at all. As 

regards slaughter-houses, the position 
is not so bad as cart-stands. All ex- 
cept four councils’* derive revenuo 
from this source and in ten townst 
tho revenue exceeds Es. 3,000. fn re- 
gal'd to both rart-stand.s and slaugh- 
ter-hou.ses tho possibilities of develop- 
ment are limited owing to tho fact 
that for many town.s a single cart- 
stand or a slaughter-house may suffice 
and if that is already in private hands, 
tho councils cannot successfully put up another and have to bo content with 
merely levying license fees on them. It will be intere.sting in this connection 
to consider tho question of monopoly of markets, cart-stands and slaugliter- 
houses by the municipal councils. It is open to councils to close private 

markets if they do not conform to the 
Taking over private markets compul- licensing provisions. Under the oxist- 
sorily is'a doubtful expedient and an un- local boards’ can enjoy that 

popular one. monopoly — vide section 180. They can 

C. B. CoTTEaELr.— 8-t-25. have recourse to tho Land Acquisition 

Act to acquiio private markets. Similar power inay ho given to municipal 
councils, and this question may ho considered a^ the .vet is hemg ro' iseti. 


' (1) Nara-saiaopet. 
(2) Tellioherry. 

j (1) Adoni. 

(2) Bellary. 

(3) Cocanada. 

(t) Dindigul. 

(.0) Madura. 


(3) Srivilliputtur. 
(t) Srirangam. 

I (6) Coonoor. 

(7) Ootaeaiuund. 

I (8) Salenr. 

I (9) Palameottali. 
(10) Trichinopoly. 



.1 


r. 

> . 1 . 

i 

3 J 1 * t V* 1 • !'* h* 

. 

alt t nil \ 4 «n 

. Ul 

till. 

.1 p. . t 

t lot .11 .l" 

i.innd 

!.■ »i 

: 

he K t I 

1 i 


\i \i\ vn 

in* ' vnn 4 

t 1 :. 

. I'hlt 

"> ttolll 

.ix vniu ’. 

III ..ill 

• ti.e 

! . 

i * 4 ^ ^ ' 

in i 4 


.1 \ »**< ii4». 

‘ n; \ n 

... tl 

.* K mU* 

.1 ,l Hell 

e\ end 

jiiot . 

0 ! 1 . 1 . 

el 

tiisiiii . 

U 

i 1 

-i. 1 d tine, thn 

1 > lit 

hoi to 

ell fluid. iloro, 

ivni..!> 

Jl 

Ni ,i_\ ... ..1 111. 


111 i j it 

i ^ ti 

..let 

iin 1 . 

lU .i 1 e 

duo to 

the 1.. 


it 

the I ur 

n I ii 1 


pi .i.'.i i 

} i VtV? .4 

Mill. 

. iW K 

. It ,i 

• ' 1 all, to 

ih.it i 

i 'i 

* 1 » 

h .1 

M ..Mi 

, 

lid 1 J ,t h 

• ih t 

un * 11 *’ 

li.'l i till 

. iiunu 

i • It 

• il.Ul 1 

; i 


i\ 

.,i 1 1 spi 

.. t V) 

1 « 

etllU ll 

.nil no 


.It.ti « 

‘ 5 

nil i ,ih.t 

to t i 4 ( 

\ 

J . i • 1 '.1 







* W /. 

4 y 

, 1 . Ill 

1: 

? » 

'nil.' . 

;i 4t 

4. . > 

* *♦ 1 } 

<.i . < h 


i 0 till 

- M'.: 

i i 

1 e i 


i 

• n ■* . < . 

At\ ' » * 

A .! 

1 ' n • 

.t pil.iilpt X 1 el- 

' 1 . : < i 

3 


i : . . 

> 4 5 * 


i *.-• ' '• 

.4 .It, 

. 

1 1 

.n M ;u*. 

1 » ^ J \ * i 1 

nod' 1 

, t 


■i 1.) ..’1 

t 1 ' . 


. 1 1 ‘ 


i: 

\ : 

4 .' 

No i.ii- 

pf... i. 

t I } 1 i 


1 . >1 

. i * 

' 

1 . > 1 i ; . 1 • 

.} : i 

‘ . 

. 1 * 

. 1 > r . 

‘ d mil 

'.X t . ; 

.3 t .1 , 

; 

.s.l ' . 

4 * • j 

i , 

1 <> id 

; t 

4 . ; 

; tl 4 


. .1 1 . u! 

e. 1 ; 

. U ill 

i 


t /i 











1 11 / . 1 

i * 

i 

J... .. 

. 

4 . ' 

‘ . J 

•» . 

1 .11 i.l 

.e.i , 



1 1 1l 1'... 

nl-i t \ 

4 t 

. ' ' * ' ' 

( . > 
4 4 .* » . • 1 

* * 

-4 :n 44 » 

*Ki * 

1 Ui h.V 

1 ..I’lX 

* i’r,i 

I. 

NS ! 1 :t 

t * i t * 1 


. ') > • 1 

. ‘ ‘ * \ 

. . 

’ 1 . 1 ‘ 

t Jt ,»I. ‘ 

1 ti.i n - 

i.ndi i 

.* <. n 

« s 

‘i‘ : ,i' . 

itin 4 * ii 


1 i!,* 1 : l. 

4 % U..< 4 \ 


. \\ i 

.J 

i ll ti.e; 

!ei > 1 

<v 1 i. ^ ♦ 4 

) 

it . ..in 

. i 1 1 , » j - 

. 

1 i .* .I'l 

, * « « 

, ^ 

4 * 

i'-* :.»* 

nt At 

pl< 1 U'l. 

if:' him'!i<i'i 


leui.. 

f *4 » < * 

r. 

pi ( n n) 

.V i 

1 nt 

l 1.;,. 

i . Hut .u .it.lilini 

1 '>11.1 » 

l.l’Nt 


til U . '> 

,i 4 ii 







t 

. 

i'll i' 

i 

df .> 1. 


j 

; . . • 

i 1.. > 

Tu' 

. I t » 

lli'U I'll 

ul tile 

.M.idt. 

. Ill 

'.I. it 

ip.iii'. .. 


Alt. r'.o 

i! e t. . 

. lenihl i. 

Oil tile 

x<..t ol 

Oie ■■ 

n.i X'. 

h 

.It .11 .. 



n * \4V«« 

1 t ..1 

'1 * M 

.11.;,, 

< ll .it .1 

i> . Ill 

r.c’ i-h’ 

1 n 


1 m the 

ti . ll 1 

* 

. A ihi i 

dm n; ‘,5 

V t 1 « 1 } 1 

1* P'U 

1 . ,md 

III the 

..’idlt 

tej.ui 

4 

Ill'll. 1 i'. 

.lie 1 * 

VI. 

: " 

1 *.i,.lv t 

.l" ' . 

ill. e 

hutild 1 

iu.ido 

"ell- .llpjiiil ijii, 

'. 

i.l ‘.hi . 

t 

1, . . 

1. tilti itl 

I.l 1 

th.lt 

III ii h . 

!i vltl- 

i ll.i* ,\i 

iMe. 

s 

'tlii 11,1 

. 1 . . ; 1 1 • • 1 1 

11 

^ Ut 1 i\\ 

.'<• .llipi 

Jt 1 pt 

iMi. 

With ill 

<1 l.ipid 

‘■pu .n 

Ill 11 

in 

.it 1 11 .III 

HO 1 hi 

«»♦ 

t*. . I» . sU\A .» 

til l.ie 

p.i '..iiidii 

nude;- 

t.ihi n 

h> tile 

puhili' 1, 

■dth u 

d 

.lint II 

•! »!* . ll 

hould ii'it 

!,e lull!. 

lit 1*01 0 

piuph 


■.n 

• re the 

idv .mi i, 

• »• 

i.| till 

.> in 

In 

the bmp. nm 

:iii i> 

iioiind 

I'J hxi' 

nil' lit" 

.ll.pOltll 

t 








idi .s’l 

ill 

11/ 1 ihSl 

He 

IV 

. 1 ,’. nil \i 

i\ U'.i tiinnn. 

• p.ilit n 

. ini', e 

ix.itiiiid 


tin’ jtunjljihts <n j.u 111,' .ii! t.iutj.il liiKiii.c |ji>m sit:, iniiif M.uliir.i 
rvalirA-i .» Ji.iiiti tuiiA- tiu<>u',<.' nt i)v«.i U * S'Ji'O. ‘I'l ii inuiijioly t miu » jioM 
aitlj 1 {>. ‘JO.OOU. .M.ni> iiilui It.,’, .niti inijuil-tii > lo.vn. m tin* mill a of .H’.ri- 
cullur.il tj.um il'> iHii iKiivf <vvii Imli iIm* iiiiniiii' ni ihi> Tni ImiDpuly .Muiii- 
I'iji.vl ('uuiuil. At m.iiij .1 > Iiil> .'.ct. !< > timn 11 . I, (*<>(). h‘ mily tlio coiiiiciLi 
will ihito-i* ilio riy.lil Kiml ttf !i m . ..iitl i.iKo mti'u I 111 tin< m.vttor. it will 
not lie iliirault lor c.uU loiitiril to y.el n<it K- . ili.in 11 ., .v \e.ir. 

ti) i\cs, ill. — 'llii* l< uvt- A oUiK* ot iiitoliie wliU'li r.lli lie ei.- 

liloilod aiul iluvulopfil. iL i. ouIn m town, ulivu- tlie Town Xiu-.aiui,. Act 
It in fmeu tliaL lhi» iiuonie i-.in In* loimtcil. 'I'lio woiKinjt of tlio Ait lioiieiuls 
uiion Iho police'. 'I'lio iiumlicr ui piOicciiUont iiinler liu> .\i i ii veiy lew. 

(.'5) Clinrini /i;i •.ctist ioiimuii;/Ii«« of u>dcr. — Tlie .ipiitiiy of couneili 
in rnKin}; niutei . to lion .e louiieclion t in liikiin' pioper icinlint^t iiinl elmij';- 
in;' for cm evt in lime ami {-teiitnally in not inloplin!', uml win km”; piojierly 
tiio water workt h.v-law-. it jetpontililo lor iioor iiuoine. Tlie inconie doet 
not e.xceud K-t. Ojixiu in any municipalily with the eKieptiim of Triclnnopoly 
wlierc the eredit of IN. It'.To- it motlly duo to the tupiily of water to the 
South Indian Ilailway. The council will lorn tinS iiuonio the railway com- 
pany coinplotet thu workthopt at tho tiolden Hock and lue> ilt own water 
woriw in.'ttallation. it remaint to ho .seen how far tho councils work tho new 
water worlia hy-law.s adopted hy them in leccnt jear.s. 

(9) illmitctptti Iradinu. — E.'ccopt tho Oolttcuimuul municipal council 
which liuh worked out a dairy .schenio, no other council has soriously worked 
out coucroto proposal.^ for dovoloping their revenues by trading. Such on- 
terpri.ses aro jiossihle only if tho councils have tlio lortuno to ho presided 
over by energetic chairmen who will look ahead and carry out good schomos 
and tho councils support him in liis view.s, and till then no improvement 
can be expected. 



19. Ill the_ cabG of local boards, the niaiu sources of uon-tux revenues 
are rew. xhe important items are — 

(1) Railways. 

(2) Motor buses. 

(3) Avenues. 

(4) Licenses. 

(5) Markets, cart-stands and slaughter-houses. 

^ . (1) liiiihcuijs. — Oiil^" five district boards have working railways. 

Ihirteen more boards levied a special railway cess for coustruciion of rail- 
ways but their schemes have not 5 'et materialized. Under the present iiolicy 
of the Goveriunent, of India, it is not likely that any district board will oivn 
a railway. Ihis source of I'cvenuo is therefore once for all closed to district 
boards. ^ 


(2) Motor buscu . — It is open to district boards to engage in providing 
motor bus services in lieu of railways but the Ramuad District Board has 
not found the enterprise quite successful. Still district boards can increase 
their income from tolls aiul liceiue tees by encouraging motor transport in- 
dustry and affording facilities to private companies. Cuddapah District 
Board realizes an income of Rs. 5,000 from motor licenses. 

(3) .4 routes. — A comparison of the avenue receipts for some of the 
important boards for 1922-23 and 1923-24 shows that in 1923-24 there was 

, a decline in revenue — vide statement D attached. The fall is evidently 
due to bad season in some districts and to cyclones and floods in some others. 
Among districts which have systematically developed rxveuues may be men- 
tioned North Arcot, which was the forerunner in the field, Salem, South 
Aicot, Taujore, Trichinopoly and Madura. In Madm-a the programme has 
not yet been fully worked out and when it is, the district board will be the 
owmer of a property worth several lakhs of rupees. The Government have 
commended the example to other boards. It is necessary that district 
boards should have a well-laid out programme for planting avenue trees and 
employ pemons who luiow then- work. Indiscriminate expenditure should 
be avoided. The Chiugleput District Board also has framed a scheme' and 
it remains to be seen how it will finance it. 


(4) Licenses . — ^Many of the taluk boards have not j-et begun to avail 
themselves of the possibilities of making licenses a source of revenue. Many 
of the purposes for which licenses are required under the Madras Local 
Boards Act were added on (recently) by the Act of 1920. Owing to the 
existence of a provision in the District Municipalities Act enabling mimi- 
cipal councils to license offensive and dangerous trades within three miles of 
their limits, the local boards are not able to derive the full revenue possible 
from this source. It is proposed to amend the District Municipalities Act 
so as to give local boards complete powers in this respect over all their 
areas. Local boards and municipal councils may with advantage consider 
the possibilities of enhancing their revenue by (1) imposing fees for regis- 
tration of sellers of particular commodities, e.g., cotton, gronnd-uut, gim- 
powder, etc., (2) compelling brokers in big towns which have markets to 
take out licenses on payment of fees. Cattle niai-kets and big grain markets 
afford large scope for brokers. 


(o) MarJeeis, cari-stands and slaugMer-houscs . — ^It is difficult to_ com- 
pare statistics of revenue from these sources of particular local bodies as 
the form of accounts is such that the gross revenue in each local area cannot 
be ascertained easily. Taking districts as a whole, Coimbatore (Es. 106 
thousands) stands first in the field. Next comes Madura (Rs. 60 thousands). 

‘JQ From the above paragraphs, it will be seen that within the four 
Corners of the existing Act the local bodies can expand them revenue by 


several . lakhs of rupees. 

21 In the above notes no reference has been made to the traimfer 
annually to district boards of a share of the excise revenue whiA him been 
provided for in rule 7 of Schedule V of the Local Boards Act. The ^umn- 
cial Relations Committee did not recommend thm transfer but suggested 
the lew of a surcharge on abkarj revenue but the Governmem; have dechued 
either to transfer a portion of the excise revenue or to aUow local boards to 
levy a s'urcharge on such revenue. A surcharge aa one anna of tiie revenue 
on fixed rentals and tree-tax will fetch about Rs. 13 lal^. ^ ... , 

will relent and agree to either step, the revenues of local bodies will bo 
considerably augmented. 



ll2. Kciv sources oj revenue . — ^Tlio Sdieduiecl 'I’lixos Rules I’nimocl by tlio 
Govoriimonb of hulia under section 80 A-O {a) of tlio CJovonunont of India 
Act lay down the taxes that may ho imposed for purposes of local authori- 
ties. L’ower is reserved to tho Govoruor-Gouoral in Conned to make any 
addition to tho list of the ta.xos enumerated. Tlio following taxes aro not 
levied by local bodies: — 

(1) Tax on boats. 

(2) Terminal tax. 

(U) Octroi. 


, Item (1) does not .seem lo have lieen yet con.sideied liecauso this Presi- 
dency does not possess many navigable rivers. However, there seems no harm 
in local bodies in this Presidency being empowoied to levy it. 


The (juestion of levying item t2) in tho .Madras city was raised at tho 
time of passing iho .Vet of 1‘Jl'J hut it was not apiiroved by Government. 

A terminal lax on timber alono is levied in Madras city, it is doubt- 
ful if a terminal tax on goods and pa.vseiigers liy sea or rail will lind favour 
with tho Government of India. In the pilgrim tax wo have a form of tlio 
terminal ta.x m a small degree. 


Item (3) Uclroi has never been tried in this Piesideiuy. H is presumed 
that this tax and tolls cannot bo levied liy tho same body as otherwiso tho 
local body will bo taxing tho goods as well as tho carriages or animals bring- 
ing them in. A former Government of Madras characterized Octroi as a 
pest. It is doubtful if it can bo reckoned as a popular or tolerable tax in 
these days of free communications. It may bo interesting to note that in 
almost all agricultural villages such a tax is being levied by the village com- 
munity for the coniuiuual purposes of tho village. For example in South 
Arcot' district in tho Chidambaram division it was found in some villages 
that whenever a ryot took out a cart-load of paddy for sale from tho 
village, ho had to pay -I annas to tho Nattamai for the village temple. No 
one resented to pay this tax. 


23. There aro a few others like tuxes on vehicles and animals which aro 
nob lovied by local boards, and tax on servants, the levy of which is con- 
fined to hill municipalities. It may not bo pracbicablo for local boards to 
assess and collect tho tax on vehicles and animals in rural areas, but union 
lioards may well bo given tho power to levy tho tax. Tax on servants is 
unpopular and need not bo considored. 'I'lio Lcgislativo Council has under 
consideration a Bill to tax ontortainmcnls. 'I’his is a tax reserved to Pro- 
vincial Governments under tho Scheduled Taxes Rules and tho Governmont 
of India havo porniitted its levy by local bodies. The additional inoomo 
likely to bo raised from this tax is not known but it will not bo an insigni- 
ficant figure. A tax on advertisements and a tax on marriages may bo levied 
in municipal areas. 


Area Yield in 
cultivated. tons. 

ACBES. 

19‘>1-22 . .. 203,088 102,710 

1922-23 .. .. 213,689 108,130 


Normal .. 221,110 116,510 

Normal yield per . . 1,160 lb. 

acre. 


Value ofiohacco exported from the 
Madras Presidency by sea. 


1919- 20 

1920- 21 

1921- 22 

1922- 23 

1923- 24: 


rupees 

IN 

liAKHS 

29-16 

11-90 

18- 49 

19- 76 
39-91 


2'I. It is difficult to suggest other 
forms of revonuo. A tax on tobacco 
cither on tho acreage under cultiva- 
tion or on tho manufactured product 
exported out of tho Presidency may 
bo feasible, but under the Scheduled 
Taxes Rules a tax on luxury is a pro- 
vincial tax. If local bodies are to be 
permitted to levy tho tax, tho follow- 
ing facts will bo of interest. On an 
average over 200,000 acres are culti- 
vated with tobacco in the Madras Pre- 
sidency. The total yield comes to 
over a lakh of tons. The value of the 
crop at an average of Rs. 1,000 a ton 
amounts to over ten crores of rupees. 
An excise duty of one per cent ad 
valorem may yield Rs. 10 lakhs'. Or, 
if a special local cess is levied on tho 
area cultivated with tobacco, say at 
Re. 1 per aero, about Rs. 2 lakhs may 
be obtained by local boards. 
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Kxpoil of luuiiauufaclurQd 
tobacco fioia Hrlli'di 
India. 

Quaiditv. Value? 

lb. 3,y;)l,67;j C132,177 

lb. l,57l,Cl)l £108,0*33 

lb. 8, 330, 2*38 £312,221 


If thu tax ia levied on tho tobacco 
exported outaido tho Pre,aidoncy by 
aoa, thou duty at 1 per cent of tho 
valuo of tobacco ox]*ortod will briutc 
about Rii, 1 lakli.'j. 


bTA'L’K.MKNT C. 


lAti oj .Uuiiliift'l lJui-.l'th li'htc. 

7. L'yiijcevoi.iiii. 

8 . (Jliiiieor. 


jrui'i ci(t t-st’JirJs. 


1. 'ladpatil. 

2. 'firupiiattui-. 

3. Vauiyauilatii. 
1. Chidamkiiaiu. 
C. Villupur.iui. 
d. iiobpet. 


'3. Krtde. 

10 i'cili.acbi. 

11. Cdaiualpei. 

12. Hodinay.jkauui, 


Jo ifji gc: <iity tiico-m 

13. Diiidiyiil. 
i' II. I’.iliiL. 

I 15. Siv.alia-ii. 

10. Srivillipultur. 
I 17. Virudupatti. 
j 18 Kutiibahoiiaiii. 


I 1*3. N’cg.'ip.it.aii). 

■ 20. 'J.’iravallur. 

' 21. I’aiatiicotlah 

22. 'I’iimevelly. 

23. Tatiooriu. 
21. .“iriiaugani. 


Sl'ATKilEN'T l>. 


•'■ituteinent showing tho income oj some District Hoards jrom avuiucs in 
1*322-23 iinJ 1*323-21. 


Name of 

Income from 

Income from 

aveituea in thou- 

Name of avenues in thou- 

ilialriot Boaid. 

wiids of 

Bistrict Boaul. sands of 


rupees. 

rupees. 

A 

Q) Salem .. 

, 

1*322-23. 1*323-21. 

■1*322-23, 1*323-21.’ 

100 

83 

(1) Tanjore . . 2*3 26 

( 0 ) Tinnevelly ., 21 16 

(2) South Aicot . . 

13 

38 

(.3) North A root . . 

12 

36 

(6) Couubatojc . . 1*3 15 


DnvKLOl’MKXT or Mvnicii-.m- .v.njo Loc.vn lio.vuos ‘Pnoressiox axd Cojii'.vNiEa’ . 

T.\xi;s — Tun uiwicui.ties expi:kibnced anu tub hejibuibs. 

Tho uarliobt mention of a tux on arts, professions, trades and callings 
was in the iladras Towns inujiovements Act X of I860, which enabled 
tho Governor in Council to form any town into a municipality and to 
appoint Commi-ssionors to raise funds and carry out all necessary improvo- 
meuts. Tho tax on arts, professions, trades and callings finds a pdace 
among tho rates and taxes leviable nndor this Act, the primary object 
of which was to provide fnnd.s for the maintenance of tho iiolice force. 
Tho larger towns had till then contributed little towards this object, al- 
though they required a larger force for their safety than rural villages. 
The Government of India, therefore, urged that the monied and trad- 
ing classes, who resided and carried on their business in towns, did not 
pay their fair share of taxation, and that owing to the number of per- 
sons congregated in a small space and the increased facilities for, and 
incentives to, crime, the expense of police protection was greater in towns 
than in the country. Tho Select Committee’s report on the Bill which 
was afterwards pas.scd into Act also points to the same conclusion. It 
runs as follows: — 

“We have deemed it advisable to recast section XLII of the ori- 
ginal Bill and the other sections which provide for a license tax on arts, 
professions, trades and callings, as well as Schedule A appended to the 
Bill, by omitting those provisions which require' that the persons to be 
taxed iiiidei’ tliis part of tli© Bill sliould take out a liconse and by includ- 
ing in the schedule persons in the Civil Service or Goveriiinent or of 
any joint-stock or other public company or trading fii’ni. By this alter- 
ation in the description and character of the tax, we are. enabled to 
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includo within tlio scope of those sections of the I3ill, a large class of persons 
whoso exemption from their operation has been urged, and, as Ave think, 
witli justice, as a graA'o defect in the original Bill and to correct what, 
in fact, is an anomaly in regai-d to some of the classes speciliod in the 
original schedule in requiring ijorsous to take out licenses to ouablo them 
to practise professions which they have already ))eon authorised by com- 
petent authority to practise. Tlio cases of barristor.s and physicians are 
jnstances in point. Wo m.aj’ add that no licenses were required under the 
moturpha lax and there docs not seem to l)o any A'alid reason for requir- 
ing them in connection with the tax now propo.sed.” 

2. The tax Avas leviable on porsou.s exorcising in the toAvn any art, 
trade or calling. These persons AA'cro divitled into live classes for purposes 
of assessment, the annual tax payable ranging from Bs. 2 to Its. 50. 

3. Act X of ISGo Avas superseded by Madras Act lit of 1871 and the 
Schedule B appended to the latter Act .shoAVs that the tax on arts, trades, 
etc., Avas understood to includo the case of ci\dl and military officers 
holding Government appointments and that of persons in receipt of salaries 
from joint-stock or other public companies or trading firms. In this Act 
the schedule of the tax Avas also modified so as to comprise eight cbvsse.5 vary- 
ing from He. 1 to Bs. 100 annually, instead of five ebusses ranging from 
Bs. 2 to Bs. 50 as before. The imposition of this tax appears to have 
been very unpopular cA'er since its loA'y under Act fll of 1871. 

In the beginning of the year 1873, tlio President of the Municipal 
Commission, Trichinopoly, represented that municipal institutions Avero not 
appreciated by the masses, tliat the taxation Avhich accompanied them 
Avas unpalatable, and that of the taxes in force, the tax on arts, profes- 
sions, trades and callings Avas especially unpopular. Ho accordingly pro- 
posed to substitute for tiio tax an ‘octroi on all the grains consumed in 
the toAvn.’ It Avas then decided that the levy of the arts tax .should 
he suspended in Trichinopoly; but the Govornment did not accept the 

suggestion regarding levy of ‘octroi’ in its stead, as it Avas of opinion 

that the ‘octroi’ would prove Amxatious and unpopular in the extromo, 

and Avould xiress Avith especial severity on the jioor, and as the que.s- 

tion of introducing an ‘octroi’ aa’us duly considered Avhen the Act of 1871 
was discussed, it was dcliberateli’’ rejected. 

4. The folloAving extract from the report of the Local Self-Goverument 
Committee of 1882 gives the history of the tax iq) to that xjeriod ; 

“Though this tax is the lineal descendant and successor of the old 
imperial moturpha and as such supxiosed to be in accordance Avith native 
custom and feeling, it has ahvays been jierhaps the most unimpular of 
all the municipal taxes, in the revicAv of the reports for the first year 
of its collection under the neAv Act, aa'C read : ‘In the municipality of 
Palamcotah and in those of the TinneAmllj’ district generally, the excite- 
ment on the introduction of the t.ax on trades and professions is said 
to have been very great, but it AA'as allayed to a considerable extent 
in the former toAvn by the commissioners ])ermitting the various traders 
to apportion their oaaui taxation within the budget limits. From the 
reports received, this inqjost appears to be more unpopular than any other 
amongst that portion of the community, at any rate, Avho have most oppor- 
tunity of giving expression to their dissatisfaction. This is probably OAving 
to the high incidence per tax-payer, to the fact that it falls as an addi- 
tional impost upon those Avho ai-e also called upon to j^ay the inqjerial 
income-tax and to the commissioners finding considerable difficulty in 
apportioning the amounts Avliich each tax-i^ayer should be called upon to 
pay'.’ To these causes might have been added the directness of its 
incidence and the more or less inquisitorial nature of the inquiries by 
Avhich its assessment must ahvays be ijreceded. In fact, it may be broad- 
ly stated that considerations similar to those Avhicli led to the abolition 
of the imperial income-tax, induced the Govern 2 nent also to direct that 
this tax should be held in abeyance from the beginning of 1874-75. The 
suspension of this tax was at fii-st made absolute Avith a vieAV to seeing 
Avhether other taxation could not, be made to suffice the Avants of the 
municipalities. It soon, hoAvever, became aiAparent that this policy could 
not be continued. The imposition of the tax on the five highest classes 
Avas permitted even in the year 1874-75 in the six towns of Gooty, Cochin, 
Mangalore, Negapatam, Tuticorin and Vizagapatam. In each of the follow- 
ing years the tax Avas reinAposed on an evei’-incroasing iiAimber of toAvns 
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and was also extended to the lower classes of the schedule, until at present 
it is in force in 34 towns out of the whole number of 47”. The imposition 
of the imperial license tax_ in 1878 which has to be paid by the same 
persons who pay the municipal tax, has however, increased its unpopularity 
and the difficulty of assessing it with strictness.” 

5. Act III of 1871 was superseded by the Madras Act IV of 1884 which 
was brought into force on 1st April 1885. The Act did not make any mate- 
rial alteration in the rate or character of the tax on arts. The only 
change which it introduced was the insertion of the words ‘and on offices and 
appointments’ in section 53 apparently to make it clear that offices and 
appointments were not excluded from the category of professions, trades 
and callings. 

6. In the report on the administration of District Municipalities 
in the Presidency for 1885-86, the first year after the introduction of Act IV 
of 1884, the Government observed that for several reasons this (the t<ax 
on arts, professions, trades, etc.) was the most unpopular of the Munici- 
pal taxes, and that, although its abolition was not practicable, the Govern- 
ment would be glad to see its incidence lessened wherever possible by 
the exemption from taxation of the lowest classes of the schedule. On 
this, the Government of India called for a full report in regard to this 
tax, and a statement of the reasons why some other more popular mode 
of taxation could not be substituted for it, and at the same time remarked 
that Madras and the North-Western Provinces were the only portions of 
India in which a large revenue was raised by district municipalities from 
taxing^ trades. _ This renort was furnished in paragraph 15 of the General 
hlunicipal Review for 1886-87, wherein the Government observed as follows : — 

“The tax is, as remarked in last year’s review, unpopular but the 
Government are coiavinced that it cannot be done away with. On the con- 
trary, the increasing financial necessities of those towns in which it is not 
at present levied will proI)ably require its extension. The common com- 
plaint against it is that it is a double of the income-tax; but the enquiry 
lield in Trichinopoly on the occasion of a strike organized by the shop- 
keepers of that town as a protest against alleged excessive taxatiojx showed 
that this was not the case, and that the majoi-ity of tlie 2 >ersons assess- 
ed were not affected by the imperial impost. This, however, appears to be 
due in part to imperfection in the schedule and in part to bad assess- 
ment. 

“If the tax were reduced or abolished the only alternative open 
would be to increase tiie tolls and as it is found that in many cases not 
lialf of the existing toll revenue is applied to roads, this would mean 
that the traffic from outside would be taxed for towji wants. The Govern- 
ment consider that the lowest classes of the schedule might be excluded 
from the operation of the tax in some instances and if the assessments 
on the higher classes are properly made, this could probably be done 
without loss of revenue.” 

7. In the subsequent letter on this subject to the Government of 
India, dated 14th IMarch 1888, it was fui-ther pointed out that the abolition 
of the pi’ofession-tax would have caused a deficit in the total municipal 
accounts of anj' one of the five years 1882-83 to 1886-87. The Govern- 
ment of India accepted the reconnnend.ations of the Madras Government 
that the removal of the tax at that time was unpracticable and, while 
expressing tlio opinion that the es.sential condition of its retention wa.s 
a thorough revision of the method of assessment and equalization of the 
incidence of the tax, recommended to the Local Government to consider 
whether an octroi on a few articles of common consiuuption might nob 
bo substituted for it. In June 1889 this reconunondation was referred 
to all municipalities for consideration and report. No le.ss than 49 out 
of 54 municipalities were strongly opposed to the introduction of an 
octroi and the remaining five councils wore not decidedly in favour of 
it His Excellency the Governor in Council considered it inexpedient to 
initiate legislation' in the direction suggested by the Government of India 
and reiterated his conviction that the only practicable means of augment- 
ing the municipal revenues lav in the- rcadiustment of the tax on art.s 
and trades, a subject with which it was proposed to deal in connection 
with tho revision of tho District Municipalities Act, 188-1. 

8. In tho Bill of 1897 to amend this Act tho schediilo of the arts 
tax Wtis uccorclinj^Iy rovisccl in sucli n mminor to niinuDizo incfiuuli- 
ties of incidence by adopting a uniform .standard of income) as the basis 
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of .'uyo-'^inont. The former Art of ISSl ciirof<illj' omitted all roferonco to 
income ami left it to the varioiiii intinici()al eoiincils to cla-saify the trade.i 
and profe-'vsioii.*' aa they thoU’^ht host. No doiiht in mahiii}' their classifi- 
cation, most of these hodics were guided hy their estimates of income 
receivcti and prohahly in actual practice the former rating was open to 
the same ohjoclion as was raised against the provisions of the amending 
Act. The amendetl Act was however wi<ier in its application and was open 
more ostensibly to the objections to an income-tax as form of raising 
jnnnicipal revenue. 

9. The ^ifadras District Municipalities Act, IDllO, which superseded the 
Municipalities .Vet of ISSl. divided persons liable to the tax into ton classes 
instead of nine in the old Act. in the new .Vet, the maximum rate.s 
of the tax were enhanced in icspcct of the first seven classes as .shown 
in the following statement. It is propo^etl to rai.so the rate.s still further 
in the amending IJill now under consider.tt ion as slioan in (In* statement 
below : — 


* 
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Tho rate of the 

lax on the !owc.>t three c 

lu-vic.'i did 

not undergo 

ikeration in the Act 

<if 1920. 'I'he lax wa-* made 

leviable on 

iniome from 


Jill sources other than lujuses and land.s insiile n)unici|)al limit.s. The 

new Act .sjjlit up the profe.ssion tax into (1) the tax on i)rofession.s and 

(2) the companies' tax, on the grounds that a coiujiaiiy doe.s not really 
exercise a profe.ssion. and tliat ilie taxation of ((Jinpanies .slionld lie jn-o- 
portionate to caiiital or income and that on iiersbns sboidd be progre.ssive. 

lU. Under the new .Vet of l!)2l), iiiiinicip.il conneils were also authorized 
to lovj' a surcharge on income-tax iu lieu of tlie tax on companies and 
the profe-ssion ta.x in resijcct of income.s greater than It.s. 2UI) per mensem 
w'ith the sanction of the I.oc.d GovernmeuL and the- Governor-Goncral in 
Council. So far, no council has lioen permitted to levy the surehargo. 

11. The unpopularity of the tax ha.s now worn away in uriian urea.s 

in this Presidency. The tax having been levied for tiio last (JO ycar.s, 
people have become accu.stomed to it. The profe.ssion tax is now levied 
in all the mnnicipalitics in the I’residoncy and Llio total income from thi.s 
source amounted to lbs. o.To laklss in J92.‘}-2J. A.s many as 21 munici- 
palities realize more than Its. 10,000 a year each from thi.s tax. The 

income in 192;5-24 exceeded Ps. lo.OOO in the following four towns: 

ns. 

(1) Madura ■1.3,191 

(2) Coimbatore ... ... ... " ... ... ... 19,380 

(3) Rajahmundry 18,785 

(4) Guntur ... ... ... ... ... ... ... 18,183 

12. The companies tax is levied in all except ten municipalities. The 

total income of all the district municipalities from this source in 1923-24 

was Rs. 1.49 lakhs. Tho incoino exceoded Rs. 10,000 in only ono town, viz., 

Coimbatore. The total of tho income from tho jirofession tax and the tax 
on companies of all the district municipalities amounts to nearly 8 per 
cent of their total ordinary expenditure, ft will thus bo seen that munici- 
palities dejiend to no small extent on the income from these taxes and that 
the tax has come to .stay in the municipalities iu this Presidency. In 
1919-20, the total number of persons assessed in all tho 72 municipalities 
then in existence, iu all of which the tax was levied, was 82,413 and the 
jiverage assessment per person asse.s.sed was Ps. 4-8-1. Thp incidoc -I 

VII- 3? 
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to™ mmijpalities” rangeir\iWeen‘’ErTand’‘5s““7“°*‘ Ef- 1 in 

and between Be. o and Es. 6 in fifteen mmddpafitiM™ nnmicipaUties 

tot|-pSiS;t» 

S?S’ 

comes from the tax. It has been contended that agi-icultural income should 
be exempt from the tax on the ground that there is already a fairly heavy tax 
n revenue. In the amending BiS^now 

JS proposed to exempt agricultural income from 
liability to the profession tax_. It is also proposed to legislate that the tax 

levied on the 'business turnover’ of compani^ 
instead of on their paid-up capital or income. 


14. No special difficulty is now experienced in the levj' and collection 
ot piotession tax in municipalities. It sometimes happens that in some 
municipalities a number of persons escape taxation and that a large per- 
ceutage or assessees are utiderassessed. Tlie Chairman fixes the assessment 
on general considerations with reference to the nature and reputed value of 
the businesSj the size and rental of the business premises, the quality of 
the articles dealt with and the number of persons emploj’ed and the income- 
tax paid to the Government. He is not entitled to call for accounts of any 
assessee nor has he any means of knowing accurately the amount of income- 
tax paid by persons, as the information collected by Income-tax Officers is 
treated as confidential and is not made available to him. It has been found 
that some municipal councils remit or reduce assessments of the chairmen 
very generously sometimes with a view to secure the favour of the assessees 
(who are all electors). These difficulties could be got over if at least in the 
larger municipalities special paid executive officers of the grade of Deputy 
Collector or Deputy Tahsildar are_ appointed for the assessment and col- 
lection of the taxes and the councils are deprived of the appellate powers 
vested in them, which should be exercised by the Revenue Divisional Officer 
or District Collector. 

15. In local board areas the profession and companies taxes were first 
introduced by the Madras Local Boards Act of 1920. The profession tax 
may under this Act be levied in^ local board areas at the same rates as in 
municipalities, except that the minimum taxable income in local board areas 
Rs. 25 per cent mensem^ against Es. 30 in municipalities. Unlike ' the 
practice in municipalities 'the salaries of persons holding public or private 
appointments, pensions and income from investments are exempt from the 
tax. The income from these taxes derived within union limits goes to the 
union board while that from the rest of the area goes to the taluk board. 


In introducing this tax in rural areas, this Government in forwarding 
the Bill (which finally became the Local Boards Act of 1920) to the Govern- 
ment of India stated as follows : 

“There is a general complaint which the Governor in Council con- 
siders to be well founded that the burden of local, taxation in rural areas 
L thrown too exclusively on the land and that important classes of tno 
Dopnlation such as traders, money-lenders, etc., who participate in the beiie- 
fiti^ nrovided by local boards do not adequately contribute towards their 
Tf 1ms been suggested that a rural profession ta.x— or rather a 
revenues It be imposed by rural boards; but such u 

hcen^ f J^ceediimly difficult to assess and collect over a largo ai'ca. 

tax would be considei-s that the most satisfactory and equitablo 

tax on the income-tax c t 

n of India did not approve of the levy of surtax on lu- 

The Gover ^ Committee which considered the Bill substituted a 
SpaSres lx aud a profession tax in place of the surcharge on mcoino- 

‘“"•le. In 1023-24 ou|. 50 _out of the 120 t»lut U.o P-W.ooy 
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Rs. 74,000 and that from the companies tax Rs. 17,500. It cannot be 
said that the amotiiits realized represent the tax payable by all persons and 
companies liable to pay the tax under the Acr. 

17. The area of most of the taluk hoards is large extending to over 
1,500 square miles in some cases. As already stated the income of 
individual taluk boards from these taxes is small and taluk boards cannot 
afford to employ an efficient peripatetic staff for assessing and collecting 
these taxes. The cost of establishment would swallow a verj^ large percent- 
age of the income from the taxes. The boards were advised to entrust 
the work of drawing up lists of persons liable to these taxes and of col- 
lecting the taxes to village officers on payment of a commission of 5 per 
ceirt of the collections. Most bodies have adopted this agency. Village 
officers, however, do not prepare exhaustive lists or collect the amounts due 
from the assesses. They are not the servants of the taluk boards and con- 
siderable difficulty is experienced in getting work done by them, as the 5 per 
cent commission has not in practice proved attractive. 

In view of all these difficulties, some of the taluk boards which at first 
levied the taxes have since decided to abolish them. Matters might con- 
siderably improve if the work of assessment and collection was entrusted 
to the Reveuue Department. But the Revenue Department will not pro- 
bably be willing to undertake the duty with their present establishment, 
nor is it perhaps desirable to transfer this duty to them. The most they 
might -be Avilling to do would be to lend officers for the duty, and under- 
take the exercise of appellate powers. An alternative is a surcharge on 
income-tax. The Goverimient of India has once before definitely refused to 
allow the levy of the surtax in local board areas and it seems doubtful 
if they will reconsider their decision. Owing to the difficulties of assess- 
ment and collection, these taxes in local hoard areas have not had a fair 
trial. 

18. The case is different in union boards. Union boards employ bib- 
collectors for collecting the house tax, and this agency can be utilized 
for the assessment and collection of the profession and companies taxe.s. 
The area under the jurisdiction of each board is small and compact ami 
the members of the board are likely to have fairly I’eliable information as 
to the incojne of the residents in the area. As already stated, the income 
from the profession tax in unions was _Rs. .74 lakh and from the companies 
tax Rs. .175 lakh in 1923-24. No special difficulties in regard to the assess- 
ment and collection of these taxes in unions have been brought to notice. 

Motor bus Services. 

Motor bus services are at present generally unlimited and running in 
competition with each other and pay to the local board a fee at so much 
per mile of their run. It is doubtful whether under this arrangement the 
public secure the best and safest service and the local board the greatest 
revenue. If a car breaks down and ceases to run for some days, the public 
service is diminished and the local board’s fees reduced. Such breakdowns 
are frequent in the cars owned by small and inexperienced owners who are 
likely to employ inefficient drivers and fail to see to the proper maintenance 
of their vehicles. The remedy appears to be to lay down conditions for each 
run as regards service in every particular — number and seating capacity of 
cars running and in reserve, Imrse-power (minimum), tyres, timings, fares, 
etc., and dispose of each run by auction or tender. Penal clauses would be 
provided in au agreement for failure in any particular. This would secure 
to. the public a reliable and sufficient service which would not be driven io 
dangerous expedients by competition and to the local hoard the full cem- 
petitive price for the use of its roads. 


Abomtiok of Touts. 

Toll reveuue goes to two authorities — district boards and r 
Both kinds of tolls cause considerable inconvenience to trader 
lers and may give rise to a certain amount of oppression by rod 
The amount paid in tolls does not all go to the local aoul'crl:;!- 
faiderable porceiitago remains witli the toll contractor, To-ri 
causiderutions have long ago Jed to the aboiit'on of v.'d 
pleto) in most civilized countries, ft is not, I thlj.t: Vt 

has not yet reached the degree of civiiixaxj'.:}' T: 
abolished. On the other hand Oovcj-jJmc/n lox ' ' 

au iuuuease iiiileago of Inink and di-.lr'n-t rouj^ I- • -. . J 


y„‘ 


trs.ve,— 

c&cycr-, 

" ^ ft 

otter 
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carrying produce and almost every article of 

.ercepMblfd^rseptt^^^ 

alternative source of revenue instead of tolls. uonwes nnaing au 


i-.PiVl")’ being comparatively few, and the tolls not beino- 

paid by vehicles licensed in the particular municipalities, cause comparatively 

while they form a definite source of income specifically 
r ^ ? maintenance of municipal roads. For the present, muni: 

cipal tolls can be left alone. It is possible that with the experience of alter- 
native courses proposed, these may also be abolished after some time 


3. Supposing it IS conceded^ that the time has come to abolish tolls on 
extra muuici'pal roads, it remains to be seen how an expanding source of 
revenue for local boards can be secured to counterbalance the loss of toll 
revenue, while avoiding as far as possible unfair incidence of taxation. 

4. In local board areas the chief sources of toll revenue are carts, motor 
cars, motor cycles, cycles, animals, etc. Motor cars and cycles except those 
plying for hire, heavy vehicles exceeding two tons in weight unladen and 
light vehicle^ with a trailer attached to them pay no annual fees at all un- 
less they happen to be owned in a municipality. In Madras a four-seater 
car pays Rs. 70 and a motor cycle Rs. 30 a year— in district municipalities 
Rs. 50 and Rs. 30 or Rs. 20. These fees are low compared to those payable 
in Great Britain where a car of 15 horse-power pays £15 or Rs. 225. 

5. The carts that pass through local board tolls are mostly either carts 
owned by agriculturists and used to transport their produce or families or 
carts owned by traders carrying imports or exports or other articles of com- 
merce. The carts of the former class may roughly be taken to use roads (in 
cart-miles) proportionately- to the land belonging to their owners while the 
cart-miles of the latter class may be similarly taken as proportional to their 
owner’s business or property It will be normally fair to both classes to sub- 
stitute for the tolls paid an increase in land cess and in profession, property 
and house tax. 


6. The toll revenue of district boards is roughly Rs. 27 lakhs (excluding 
toll contribution from municipal councils of 2.41 lakhs). Land cess is 85 
laldis, property tax and profession tax in municipalities and house tax in 
unions is 46 lakhs. If two pies is added to the land cess and the other taxes 
named are raised by 10 per cent, local bodies' should i-eceive additional in- 
come of Rs. 10.5 lakhs and Rs. 4.6 lakhs or a total income of Rs. 16.1 lakhs. 
There are over 1,000,000 carts. So this is equivalent to only 1.5 rupee for 
each cart. This leaves Rs. 11.9 lakhs to be secured by increased taxation 
on motor vehicles, and cycles, and horse vehicles, for animals do not use 
roads to a great extent and can be neglected. There are 12,268 motor vehi- 
cles, so that even disregarding everything but motor vehicles 11.9 lakhs re- 
quires an addition of only au average of Rs. 100 for each vehicle, in addition 
to any municipal tax already paid, or slightly less if the tax on push-bicycles, 
juthas, etc., Is increased. It may be necessary to leave out of account taxis 
and motor buses plying only within Madras Corporation limits. The number 
of the former is 127 and of the latter 82. 


7. The enhanced 4ees and taxes paid would not in general correspond 
entirely to tolls in the local areas Avhere the fees and taxes accrue. A cart 
paying fees in municipality A situated in local board area B may use roads in 
local board areas C, D, E, etc. Similarly for carts and other vehicles. 

8 It is necessary to suggest a plan on Avhich such fees and taxes should 
be distributed. The addition to taxes in municipalities and unions and to 
license fees in municipalities and the newly-imposed license fees on non- 
municipal areas will he credited to a central fund under the control of the 
Local Self-Government Department. From this fund local boards must be 
compensated for loss of tolls by payment of their 

is likely to leave a surplus in the fund which ^could be distributed either in 

proportion to the toll revenue or according to the 

communications or at the discretion of the Local 

greater part of the surplus would probably, be spent by, distribution 

portion to actual expenditure on communications leaving a lump sum 

discretionary grants. 
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Ml*. Cotterell gave oral evidence as follows 

The Prcstdciit. Q. — You aro Secrofcury in the Locnl Solf-Goveriiniont 
Dopartincnt ? 

A. — Yos, I only took charge at the end of March. 

Q. — Your department has sent us three notes, one as general answers 
to tho questionnaire, one on tolls and otlicr inattoi's, and one on the doveloi)- 
mout of profession and companies’ taxes. 

A.— Yes. 

Q. — Do they represent the views of tho Ministry or those of the Secre- 
taries to Government? 

A. — Tho answers by Mr. Moore represent tho views of tho Ministry. 
I don’t think tho others have hocn seen by tho Minister. 


Sir Fcrcy Thompson. Q. — Let us take the first note. In answer to 
Q. 107 you suggest that the following taxes should bo assigned to local 
authoi'ities : tax on advertisements, tax on amusoments and stamp duty 
other than duties of which tho amount is fixed by Indian legislutioiu 
Would there not bo a difficulty in regard to stamps on commercial trans- 
actions in that there would be two competing local authorities? 

A. — I discussed that witli Mr, Moore: lio only meant a surtax on stamp 
duty. 

Q. — ^Even then it seems to mo that there is a difficulty. Suppose you had 
a document which was executed in one municipality, but related to a matter 
in another municipality, would not both tho municipalities claim the sur- 
tax? 

A. — Probably they would. 

Q. — Are you going to have a special stamp? Suppose a document 
relates entirely to Madras and the man buj^s a stamp in Ootacauumd, the 
latter place would be getting the benefit of it. It seems to mo that unless 
you have a special stamp the real proceeds will not be allocated to tho 
proper authority. 

A. — ^If you mean that the tax will have to go to the place in which 
tho stamp is bought, I think it would be a difficult matter to work. 


The President, Q. — Is there, any difficulty with the stamp duty at 
present collected on transfers of property in Madras? 

A. — ^Not that I know of ; it purely applies to tho Corporation. 

Sir Percy Thompson. Q. — Take, for instance, fci'ansfers of proportjr in 
Madras: do I use one of the ordinary general stamps which I can buy 
anywhere ? 

A. — am afraid I can’t answer that. 

!>}'. Paranjpye. Q. — ^In answer to the same -question, you suggest a 
surcharge on excise revenue. If you sell a license by auction, you pitch the 
rate as high as possible : if therefore you have a surcharge on excise revenue, 
it would only mean so much revenue less to Government as the shops will 
sell for so much less? 


A. — I do not think I should be in favour of it, I do not know if 
Mr. Moor© actually recommends it. He says that the Financial Pelaiions 
Committee recommended that local bodies should be empowered to levy a 
surcharge on excise revenue and that it seems preferable to permit local 
boards to levy it. I do not think he was really in favour of it. There is a 
great difficulty about accounting there, because the trees would bo in various 
parts of the coimtry and you don’t knorv to which local body tho surcharao 
would go. *4-^ 

Q.— Obviously a liqour shop in a mmiicipal area would serve the inter 
est ot a lot of outside people but the municipality would claim the whole. 

A.— Quite so: I don’t think it is a workable scheme. 


. been suggested many a time that you should 

-“W »o - 

perceiitago of tho abkari Ised fc'M'’shoSfa toMOV/horo tia-. a 
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Should go to municipalities? ‘ ^ proceeds of those taxes 

local wSV sfhSfl 5 ;;t£al\,Sfo„:'’“‘’'‘ 
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A. — Yes. 


Q. Do yoii think that in your province a tax on amusements would 
^ly hirgely fall on European forms of amusement, e.g., theatres races? 
Vo you tliiiik that any racial question would crop up or that a munleinalitv 

would tax English amusements more than , ,t„ j 

that point of view, don’t you think that it 
have such taxes in the hands of tlie Local 
that the Local Government may make 
the local bodies? 


over 


Indian amusements and * from 
would be fairer and better to 
Government in Schedule I, so 
the proceeds of such taxes to 


A. I don t think there would be iniieh racial question, because there 
are very few Europeans in this Presidency except in Madras: and cinemas, 
theatres and circuses are fairly frequent only in larger towns. Even in 
Madras the races are attended by thousands" of Indians and hundreds of 
Europeans. 

Q. — Do you think it is quite safe to transfer it from Schedule I to 
Schedule II? 

A. — I don’t see any objection on the grounds you have indicated. 


Dr. Paraiij'pye. Q. — Have you any example of a local tax which has 
been so arranged as to hit a pai’ticular community more than another? 

A. — I can’t tliinlr of any instance. 

Q. — So far as wc can judge by what has taken place, there is no reason 
to expect any such racial discrimination ,in the taxation policy of the 
future. 

A. — Municipal and local board taxes have so little to do with Europeans 
that I do not think there* is any reason to expect that there would be any 
discrimination. 


The President. Q. — I suppose that it is possible that a vegetarian com- 
munity might tax slaughter houses out of existence. 

A. — The5’ might try to close them. 

Dr Paranjpye. Q. — ^After all, vegetarians are comparatively few, and 
there are few people ivlio are restricted to vegetables by their religious 
customs. 

A. — That is not so in the Madras Presidency. 

Q_ They are vegetarians by practice, but not by religion. 

A. I think they woiild lose their caste if they ate mutton. 


Q- 

A.- 


-Not the non-Brahmins ? 

-I think they would. The Hindus won’t touch beef or mutton 


except the lowest castes 

n — Vnu sav vou want to omit the words_ “save where such tax is 
Q. You ? y y. 1 • .jvhich an octroi was not first levied on or 

first item 8 in Schedule II. You can now 

aSe^ y le^y mJ^eZi where you like, but you cannot levy a terminal 
tS iSS you have previously had an octroi. 

o’lfhavraiT’idea that you proposed a terminal tax, but the Govern- 
ment of India refused to accept the proposal. 

A.-It is not within my ^ 

toV^Z“SiJctionaWraiid £uld bl avoided if possible. _ 

Conunittee. 
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Dr.- Paranipye. Q. — ^By what would you replace tolls? 

— ^Local board tolls come to about 40 lakhs. Municipal tolls are 
free to municipal vehicles : leaving municipal tolls alone, which amount 
to about 13 lakhs, the other tolls are paid by carts, jutkas, cars and 
bicycles. You could increase the license fee on cars which now pay from 
Rs. 50 to Rs. 70. 

The President. Q. — ^Under what Act? 

A. — ^Under the Municipal laws. 

Q. — How will that help you? 

A. — ^You will have to put on a surcharge. All cars which use district 
roads pay a fee to the municipality, which is a municipal license fee. 
It is very inadequate as compared with European motor car fees. 

Q, — ^They also pay a registration fee. 

A. — That is once in a lifetime. 

Q. — And they pay a special fee for plying for hii-e? 

A. — ^Yes. 

Q. — Would it not be possible to have a provincial fee instead of that? 

A. — It would be practically a pi-ovincial fee. 

Q. — The whole of that would be earmarked for roads? 

A. — ^I believe in England it goes to the Road Board. 

v-Q. — Can’t you do that under the Motor Vehicles Act without firrthor 
legislation ? 

A. — I imagine you can; you would have to constitute a Road Board, 

Q. — You have a Road Board. 

A. — ^It does not operate to my knowledge. I put it before the Advisory 
Committee, but they considered that it would be very hard to abolish tolls 
for carts. It is quite true that the toll is actually paid for something used : 
you use a road and pay a toll. 

Q. — Is there any difficulty in distiijgui.shiijg between a fai-mer’s eaz’t and 
the regular carrier’s cart? 

A. — I propose to put a small addition to the land cess for the agri- 
culturists and people who live in the rural izarts and to jzut an addition 
to house tax in unions and profession tax in municipalities for people 
living in towns, say, 10 per cent; these two, with the addition to motor 
fees, would cover the whole of the revenue from tolls and would be an 
expanding revenue. 

Q. — ^Wouldn’t a man running a transport service establish his head- 
quarters outside a union and pay nothing to anybody? 

A. — He might : it is very difficult to get a complete scheme. I think there 
would be opposition to raising land cess and profession tax at present. 
_ I don’t think that cartmen mind these tolls so much as people who are 
accustomed to travel by motor. 

Sir Percy Thompson. Q. — ^You have a duty of Rs. 50 on motor cars at 
present; suppose you put a surtax of Rs. 20, would Madras town get any 
advantage out of it? 

A. — ^Actually in Madras town the license fee is Rs. 70, you have to 
raise it by about Rs. 85 or Rs. 100. 

Q. — ^Would that Rs. 85 go to the local boaz’ds outside Madras.? 

A. — It will be pooled; there will be a Road Board which will do the 
whole woi-k. In addition, there are a certain number of cars owned by 
planters who do not live in municipalities at all. They would have to nay 
to a central fund under the control of the Self-Government Department 
or the Road Board. Local boards must be compensated for loss of tolls 
You would have to have some sort of organization which would distribute 
the fuizds. 

Q.— -Would you let us have copies of your scheme? 

A. — ^By all means, but it is a very rough schemp. 
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Q.— In reply to Q. 112, you say that in the case of local boards the tsv 

payable by the owner or the occupier. How is 


A.— They come down on the occupier if the owner does not pay. 

Q. — Can he recoup himself? 

A. — imagine he can deduct it from his rent. 

Q—What is the point in the next sentence? You 
1 he _ owner can always shift the burden of the tax to the occunier ” 
that is so, there is no point in what goes before. ^ 


say, 

If 


A. — ^What is meant is that he puts up the rent. 

Q' — the occupier pays it, does he deduct it from the rent? 

A' — suppose the rent is Rs. 500 and the tax is Rs 50 The 
occupier can pay Rs. 450 as rent and Rs. 50 as tax. 

The Maharajadhiraja Bahadur of Burdwan. Q. — ^Very often it is the 
owner that pays. 


A. — do not know. I have no actual experience of collecting it. 


Sit Percy Thompson. Q. — In most of the other provinces there is a 
provision specially authorising the occupier to deduct it from the rent. 
That is not in the Madras Act? 


A. — It does not seem to be so in Madras. 


Q. — ^With regard to Q. 115 you say, “The municipal council should have 
the power of rating land according to its annual value”? 

A. — Yes; I think the Government fixes the ground rent of the land. 

Q. — I think it is the President of the Council. 

A . — It may be in the Madras' city. But in the case of inofussil muni- 
cipalities, the Collector fixes the ground rent. I think they must (have 
the power to rate it. 

Q.- — ^To exempt improvements is rather a novelty. If a man built 
a house on a piece of land, it should not be rated on the house and land 
but only on the value of the land? 

A.— Yes. 


Q. — Then it is stated, “The tax on urban lands should go entirely to 
municipal revenues instead of partly to Government and jiartly to councils 
as at i^resent in this province”. Ground rent is what the Government 
charge for the use of the Government land. 

A. — They pay every municipality a fixed amount which is a sort of 
stabilized revenue. 

Q. — It is for property actually belonging to the Government? 


A.— Yes. 

Q. — ^They are the owners of ' it? 
A.— Yes. 


Q. — Obviously they charge a rent. 

A. — They only retain what they would get for that land as agricnitiiral 


land. 

Q.— But surely it is not a tax. It is a voluntary payment. 

A „yes It is really the rent for the land. But the idea is that the 
value ‘of the land is due to the presence _ of the municipality— to the 
existence of the town. If there was no municipality, the Government would 
onlv "et their agricultural revenue aiid so they say, Owing to the pre- 
Se of the municipality the value, of the land is increased and we pay 
over the difference to the municipality’ . 


Q.— Have you thought at all how you would tax unearned increment? 
A. — ; I have not thought of it. 

Q It has rather a disastrous history in other countries. 

Dr. Syder.—li it was a failure in England, it is successful in other 
countries, e.g., Gerinanj'. 

Sir Percy Thompson.—Thcy have not attempted in Germany to tuN' fhO 
iiuoarned increment in land. 



Dr. Ryder.— 1 thiuk in the cities they have it. The majority ot 
German towns have it. 

Sir Percy Thompson , — I don’t think that in Germany it relates to the 
site value of the land. 

Dr. Ryder . — ^^Vhat is the difference between the two? 

'Sir Percy Thompson . — For instance, the value of buildings in England 
has enormously increased since the War, whereas the value of the site 
may not have increased by a penny-piece. Suppose you bought a piece of 
land in 1912 for Es. 500 and you built a house which cost you Rs. 500 and 
you sold it for Rs. 1,000, and the wdrole thing is now worth Rs. 2,500. But 
you would probably find that the value of the land has not increased a bit, 
but only the cost of building, owing to the scarcity of labour, etc., which 
has gone up. It is not an increment in the land value but an increment 
in the value of the bricks and mortar. 


Q. — With regard to Q. 116 you say, “The tax on companies should be 
levied on net income instead of on the jDaid-up capital, gross profits or 
business turnover.” Does it not, in fact, come to this : if you can show 
that the profits of the branch in that particular municipality did not 
exceed a certain sum the tax is reduced and the reduced tax amounts to 
about 2-1- per cent on the profits? 

A. — Yes. I do not see what else you have to tax fairly except the 
profits. 

Q. — In reply to Q. 117, you say, “Cost of national services like trunk 
roads and hospitals at headquai’ters should be contributed wholly by 
Government”. Do the Government at present not bear the cost of mainte- 
nance of trunk roads? 

A. — They bear the cost up to a certain maximum. 

Q. — They give the money to the local authority and the local authority 
does the work? 

A. — The local authority does it and the Government gives the cost. 

Q. — I think you say, generally speaking, those subsidies are sufficient. 
Why then are the roads so bad? 

A. — The grants are sufficient for maintenance, but not for reconstruc- 
tion. 

The President, Q. — Do you admit that the roads are bad? 

A. — ^I admit they are bad. 

Dr. Ryder. Q. — You classify the roads into trunk roads and second- 
class roads? 

A. — ^Yes. 

Q. — Does the Government contribute anything towards the mainte- 
nance and construction of these second-class roads? 

A. — It contributes half, provided it is within the maximum allotted. 
That is, there is a lumiJ sum allocated for all the districts and up to the 
maximum of that sum the local bodies can get half on second-class 
roads. 

Q. — ^Did you have any trouble with the roads at the time of the 
Moplah outbreak? 

A. — I do not thiuk there was any on account of that. But there was 
some trouble owing to the floods. 


Q. — I cannot see the logical distinction that is made between the 
trunk roads and the second-class roads. You class the trunk roads as 
roads that ought to be there. But from the point of vie\r of law and 
order, I think you have got to pay Juuch greater attention to these second 
class roads. 


A. I think the_ nmiii roads are required more for the Government than 
the side roads and it is the local bodies that require the side roads. 

The Raharajadhiraja Bahadur of Durdwan. Q. — In Bengal the practice 
13 this. Take the Grand Trunk road, for instance, which runs from Calcutta 
right up to_ the Punjab. That road, oven though it passes throimh several 
mumcipuhtios, is maintained by the Government in the Public Works 


io aijiuiiLiiiJitru luli uoveriiijient jn tlie Public 
Department and is kept up as a sort of imperial hin-lnvav You b-i 
such system here? " ‘ 


system 
Y II— to 


ave no 



, , ^ tliink the only road ^ that sort here is the road to Ootacamiuid 

and also perhaps the road to Kodaikanal. '-'‘jtuLauiuuu 


ir Percy Thompson. Cl . — Is there any suggestion that this 
really spent by the Councils? 


A. think tliere have been such suggestions. 

Q* They apply the money to the general revenues? 


money 


is 


allegation is that it goes to the pockets of the subordin- 
ates. Of course, any one can easily make a charge of that kind: but I do 
no^. suppose there is any foundation for it. 


Q.— In page 295 'of your memorandum you say, “The Government 
contribute Ks. 500 a mile a year and the amount is generally adequate”. I 
think you ought to say that the roads ought to be kept in a good condition. 

A.— -I think that amount is generally adequate for the maintenance of 
the roads. But many roads are in such a bad condition that they require 
more than repairing j they require remaking. The amount given is for 
maintenance. But a lump sum will have to be given to bring the roads 
to perfect order. 


The President. Q. — With regard to Qs. 167 and 171 you say, “So far 
as assessment by local bodies is concerned, the experience in recent years 
has been that the taxes are not properly assessed or collected”. What do 
you attribute that to? 

,A. — I think the assessment and collection is done by people directly or 
indirectly dependent on the votes of the assessees. 

Dr. Ilyder. Q. — You sa 3 '’, “In 1913-14 the Councils were able to collect 
96 per cent of their revenues while in 1923-24 the collections were 82 per cent 
of the demand”. What has happened between these two dates? 

A. — A great many things had happened. There was the War. 


Q. — That can have no effect on the collections. 

A. — I do not jiretend to give any explanation. I simply give tlio fact 
that the collections have gone down by 14 per cent. 

Q. — In 1913-14, those peojjle M’ho formed the municipal 
administration — those elected people — were dependent on the votes of the 
people. Is it not so? 

A. — I really have not much recollection of municipal facts of those 
times. 

Q. — I understood you to say that these imoplo in 1923-24 wore more 
dependent on the votes of the assessees. That was jirecisely the same oven 
before. 

A. — ^But they were under more control then. Tho Govornmcut con- 
trolled them more. I think the Divisional Olhcer was generally the Chair- 
man. Government did not give them such a free hand then. 


Q. — Does not j’our department interfere? 

A. — ^^Ve make ijrotests and give advice and rocommendatioiis and only 
say “Wo will do certain things if you don’t do certain things”. But f do 
jiot think we have very much control now. In certain cases whore collec- 
tions are very bad. wo appoint a man to collect and make the maa!cii»ahty 
pay for it. That is tho extreme stop wo have taken in one or two cases. 
Wo generally tlu'caten. 

The President. Q.— Ten years ago you did not go so far? 


A.— No. 


Sir Pern) Thompson. Q.— In paragraph K) el 
vou say. “Under tho now Act of 1920. municipal c 
Vized to lew a surcharge on income-tax . iliat is 

< , 1 . ‘J 


Ilf tho notes on page bH.") 
ouncils were aUo autli<>_ 
the Madras Corporation 


law at present? 


A.— Yc.s. 

Q. — Then you say, 
the surchargo”. is it 
permission? 


“.So far, no council Im-’ been iiormittcd to levy 
because tho Goveriior'Ciciicral in Conned icfn-cd 



A. — I ilo not. know whether it is the Governor-Gonorul or the Clovor- 
'iior. 1 rather fancy it is the ^failras Govormneiit. JUit I am not sure. 

Q. — 1 do not c|nito follow tlie last suh-para^raph of paramaph lo on 
paRe .'lOtj. You ^ay, ’‘Tlio Govorinnont of Imlia did not approve of the lovy 
of Mu taK on iiK'ome-iivx”. 'I'here seems to he some eonllict there, 

A. — They are two dilFeront Acts. One is tin* Municipal Act a:ul tho 
other is tlie Local Hoards Act. 

Q . — Do I ('gather that, in tho case of municipalities, the Government of 
India do not object and in the case of local hoards, they object to the prin- 
ciple altosother? 

A. — Yc-s. 

Q. — Do you know what is in tho mind of tho Govorninont in rofusiii" 
to allow it.® 

A. — It mij;ht bo that they are jealous of imperial taxation as against 
provincial taxation. 

Q. — Your general conclusion Is that you .should lake assc.s...mont and 
collection otit of the hands of lociil autiioriiies and leave it in tin* hands of 
unprejudiced porson.s in the .service of the Local Government? 

A.— Yes. 


Q. — ^You say that the llevenue department will probably not be willing 
to do it. Will there be any objection if you fjicrea.se tho c.stabl'shment? 

A. — No. They already do a great deal for these municipalities. 

Q. — Suppo.se it was the view of the Local Government that these taxes 
wore badly a-vsesscd and badly collected and they really ought to bo done by 
some unbia.s.sed persons. Would they object to it as a matter of principle? 

A. — I do not think there is any que-stion of principle at all. 

Dr. IhjJcr. Q. — You say that in tho case of the ])harapuram Munici- 
pality, ‘‘A largo portion of tho revenues is derived from tolls, jind tlio 
collection from tolls comes to nearly ot) per cent of tlie income”. Is it a 
very largo municipal area? 

A. — I have not been there many years. I do not think it is a very 
largo one. 

Q. — It seems to mo that you have got a number of municipalities hero 
and they do not have many rc.sourccs, tho only rcsourco open to thorn, apart 
from tho local rates, being tho tolls? 

A. — ^Yes. 

Dr. Paraiijpije. Q. — Is Dharapuram a pilgrim centre? 

A. — No; but I think it is on tlio w.ay to Palnl which is a place of 
pilgrimage. 

The President. Q. — ^Is it not a cotton contro? 

A. — ^Yes; I think so. Thoro is ono other suggestion besides tolls. That 
is about motor bus services. Tho motor bus services at present are unlimited 
and run in competition with each other and pay to tho local boards a fee 
at so much per mile. It is doubtful whether tho public soeurcs tho best and 
safest service and tho local body gets its full revenue. If a car breaks 
down tho public service is diminished and tho local body’s revenue reduced. 
Such cases occur frequently. Tho remedy appears to bo to laj' down condi- 
tions for tho traffic regarding tho service in that particular area, tho 
number, seating capacity, horse-power, timings, etc. That is, you should got 
the full value of tho service and also tho proijor service. And you could 
insist on the best possible service if you have a monopoly disposed of bv 
auction. 

The President. Q. — ^There is a good deal of legal controversy on the 
matter ? 

A.— Yes. 

Q. — ^Do you recommend legislation, if necessary? 

A. — ^I think I should. 
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Q. Can you toll us if any nmnicipalitjr has worked a betterment tax? 

lieard ^’ceu worked in the Mainbalam scheme. I have not 

y othei case. I have not had any experience myself. 

Could you look into the records and let us have a note? 

A. — Yes. 


Q. You say, “The tax on arts, professions, trades and callings find'? 
a place among the rates and taxes leviable under this Act, the prim arfoSeft 
of nhich uas to provide funds for the maintenance of the police force” ^ Is 

tL^ pdfce^forcor^ ^ responsibility to maintain 


A. — No. I do not think there is any. 

Q* ^Aou say, The Chairman is not entitled to call for accounts of any 
assessoe, nor has ho any means of knowing accurately the amount of income- 
tax piucl l)y persons, as the information collected by income-tax ofBcers is 
treated as confidential and js not made available to hitoi”. On the other 
hand, under yoin* City Municipal 'Act there is a distinct iirovisiou that the 
a.sse.ssment should be based on the income-tax books. 


A. — I suppose under the provisions of the Act there is some ruling, but I ' 
have not got any information. 


Q. — You say that profession tax in taluk board areas is entrusted to 
village officers on payment of a commission of 5 per cent of the collections 
and you think that is not good enough? 

A. — A’os. The village officers will not do it, because the commission paid 
to them is not attractive. 

Q. — Now you are proposing to entrust the work to the revenue officers? 

A. — ^^Vellj I am not sure about it. 

Q. — Then how do you propose to get over the difficulty? 

A. — Only by continuing the present system, 

Q. — 'Does it not result in the i-yot paying and the monay-lenders 
escaping ? 

A.— Yes. 

Q. — ^Would there be any difiiculty in entrusting it to the revenue 
inspectoi’s ? 

A. — I think it can be done, but it will be too much to add to the work 
of the revenue officials. I think if the work is going to be big enough, you 
\yill have to employ a separate staff for it. 


Q. — If it is under the control of the tahsildar, it will help considerably? 

A. — ^Yes. I know in many cases the local bodies had to give it up 
entirely as they could not collect it. 

Sii' Percy Thomjjson. Q. — I think the amending Bill under consideration 
is proposing to exempt the agriculturists. 

A. — I think so. 

The President. Q.— What is the number of unions in this Presidency? 

think the number of municipalities is 81, and the number of 
unions must be double or more than that. 

Q_ No. I think 'it is stated in the report that it fell from 578 to 548. 


A. — I see. , T> 

Q_ ^You say in 36 councils the private scaveng ng worked at a loss. Bo 

you make it compulsory ? 

X _We only say that we will surcharge them for the expenses we 

do noi clsider'^iustifiable. We simply threaten to do rt. As a matter of 
fact, we have not done it so far. , , . 

n Ymi susnect that many of the taluk boards have not yet begun to 
Q.— You suspect tna^ 1 I niaking licenses a source of revenue, 

rSK commodities, e.g., cotton, 



groundnut, gunpowder, etc., and compelling brokers in big towns which 
have markels to take out licenses on pajunent oC fees. That would bo an 
alternative to tbo profession tax. Tf you can do that, can’t yon get thoso 
people under the profession tax? 

A. — I think that would bo in addition to the profession tax. ^ 

Q. — Would it not bo within the power of the board to levy profession 
tax. I mean, is not profession tax sufliciontly elastic? 

A. — Prosniuably they are charging 2 >i‘ofessiou tax on income which 
includes profits they are making on these, [n addition they want to chargo 
license fees. 

Q. — ^You say that the question of levying terminal tax for the Madras 
City was raised at the time of passing the Act of 1911), but it was not 
approved by Govornmout. And yon say that it is doubtful if a terminal 
tax on goods and passengers by sea or rail will find favour with the Govern- 
ment of India. Have you any ro.ason to think that? 

A. — I do not know really much about terminal tax. 

Q. — Terminal tax is an octroi without refunds. Practically you have 
got terminal tax on timber in the city. I tbink you are asking for a 
terminal tax on passengers, like a iiilgrim tax. T do not think the Govern- 
ment of India will object to it. 

A. — I do not think so. 

Q. — Tlien I see Jfr. IMd. Zindah suggests a lax on marriages. 

A. — I see. 

Dr, Hijdcr. Q. — I want to ask you whether the tax on marriages would 
have any political reaction. The point is whether people would begin to 
say that Government is interfering with their sacred institutions? 

A. — 1 should like to know whether the registration would be optional 
or compulsory. 

Q. — In the Punjab where it is in operation it is optional. 

A. — Do people take advantage of it? 

Q, — ^You see, there are a number of disputes about women and then 
murders arc committed, in such cases the fact of the marriage having been 
registered is prinia facie evidence. 

A. — ^Personally, I do not think it will be a very popular tax. I do not 
know if it Avill result in any rioting in this province, but I am quite sure 
that it will be felt as a piece of injustice. 


Mr. J. A. SAliDAIxTHA, S.A., Sl.B., IH.Ii.C., Madras, was next 

examined. 


V/ritten memorandum of Mr. Saldanha. 

Qs. 131 to 145._ Succession duty . — ^I am strongly in favour of making 
succession duties univei’sal in India, extending them to beneficiaries as 
a result of survivorship in case of joint families by taxing only the share 
of the deceased, as well as_ his separate i)ropert 3 '. The limit for levying 
the tax should, in my opinion, be fixed as at present. As the duty is to 
be made universal it will have to be considerably reduced. I presume that 
the duty will have to be levied in case_ of testamentary succession as 'well 
as intestate succession, the letters of administration and probates being made 
compulsory in all cases. In case of survivorship a modified system of 
letters of administration will have to be introduced. 

Another serious difficulty that will have to be faced is as to the courts 
by which probates and letters will have to be given. The present number 
of Civil Courts with their elaborate technical procedure will not be able 
to cope with the increased work. Except as to points of disputed succession 
or survivorship, I would propose a separate set of courts somewhat on the 
lines of revenue courts with a summary procedure to deal with questions 
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of letters of administration, probates, and succession duties. At the present 
^ cannot advocate a legacy duty according to scales of relationship. 
The levy should be on the capital value of the estate of the deceased. ^ 


Capital levy. The mention of the capital levy mahes me suggest the valua- 
tion of all properties periodically, say, once in ten years, and the' levy 
of a duty on the whole for meeting expenditure of an exceptional nature 
arising out of Hoods, famine, and war. In such cases, I would prefer to 
have recourse to capital levy rather than borrowing in the open market, or 
increase of taxes on necessaries of life, such as salt. The point has not 
been raised in the questions printed, but the capital levy enforced when 
the property passes (a) from the dead to the living, (b) from the living 
to the living ; and the suggestion of it in connection with question of joint 
families in Q. 141 (3) has set me wondering why the idea of capital levy 
should not be extended. 


Qs. 121 to 136. Tohacco-tax . — As to fields iq which tobacco is cultivated 
at present a revenue assessment is levied as in the case of other cultivated 
lands, but further tax should be levied when tobacco leaves enter into o 
manufacturing or industrial stage. For this purpose T would advocate 
tile means of levying tax suggested in Q.' 122 (3) or in the alternative 


Qs. 96 to 104. Land reuemie . — would abolish the present system of 
land revenue by periodical settlements and substitute in its place a direct 
income-tax by ascertaining in case of peasant proprietoi’s without tenants 
the gross produce in kind and deducting a certain percentage of the gross 
pi-_oduce, say, 10 per cent as was done in anciezit times according to the 
Hindu Dharma Shastras and realizing the market value of it in cash. 
This gross produce could be ascertained annually by insisting upon the ryots 
to keep accurate accounts to be checked by the village oflScers or by getting 
the ryots to afford facilities to the village officei’s to asceitain the produce. 
In case of landlords who derive their land incozne by rent, the income-tax 
should be levied on the rent. 


As to the land itself a small quitrent of an uniform character should 
be levied according to area from its occupant without regard to cultivation. 

Qs. 62 ef seq. Excise on liquors . — ^The only alternative to the national 
claim for total proliibition should be a national industrial excise 
policy, so that there be free production of decent liquor subject to excise 
duty as in Great Britain of every material available including haju, pine- 
apples, potatoes, and grapes, on the lines followed in the Mj'sore State. 
The import duty on foreign liquors should be higher than the o.xciso in 
Great Britain and other European countries exporting liquors as well as in 
India. 

gait . — The aim should be to produce the best salt possible, and levy 
heavy impoi't duties on foreign imported salt including that brought 39 
ballast. 


Mr. Saldanha gave oi*al evidence as follows 

The President. Q.— You are a retired judicial officer of tlio Bombay 
Presidency and a Member of the jVfadras Legislative Cauncil. 

A. — ^Yes, Sir. _ 

n You su""cst in your memorandum a succession duty, a camtat levy, 

an alteration ol^the laud revenue system and an alteration of Lho oxcuo 

and salt revenues? 

A. — Yes. 

■Dr Paraninne Q.— You propose to have succession duty in the case 

of iSL'l Hi.“S tomiliS by tnii,4 only the share of tho ,lcccaso,lf - 

A. — Yes. 

Q.-YOU aro a Ohmtinn; Jof’t .Silin Sait ''L‘So Sal, u? 


• A.- 


illiS ./ .1 - 1 1. 1 il, 

-Yc.s, tho whole property passes only at deatn. 
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Q. — ir you hiivo proporty wlicLlicr it is ancestral or; not, your property 
will pass to your sou on your cloatli, and your sou will have uo risht iii 
tlio proporty till you aro dead, lii tlio case ol’ Uiudus they got rights in 
tho proporty both at doath and at birth. 

A. — Yes. 

Q. — But you aro only taxing what ho gols on death and not what ho 
gels at birth. 

A. — Yes. 

Q. — Supposing you have one lakh of rupees pro])erty, if there wore 
death duties, your son will have to pay on one lakh of rupees. Supposing 
there is a Hindu who has got a proporty of one lakh, and after ho gets 
this property, a sou is born to him. At his doath that proporty will bo 
charged only on Its. 50,000, because under tho Mitakshara Law if ho gets 
a son. Ids portion of the property will become only half of it. 

A. — I am afraid my reading of tho Hindu Law is that once ho begins 
to have a share of tho father’s property, it becomes his own property. 

Q. — If the property has been inherited from tho ancestors, whether ho 
has got a son or not, lie cannot give it away. But a son is born and ho 
burvives; wlien tho father dies tho property on which you can charge is 
Bs. 50,000. Now, don’t you think there is a discrimination between tho 
Christian and Hindu f 

A. — Yes. I think there is a discrimination. 

Q. — I am a Christian, then, on tho death of niy father I will have to ijay 
tax on one lakh of rupees, whereas if a Hindu inherits a proporty of one lakh 
of rupees and afterwards gets a son, when that man dies tho son will have 
to pay only on Rs. 50,000 and not on one lakh of rupees. 

A. — Yes. 

Q. — Simply because one is a Hindu and the other is a Christian, one 
will have to pay on Rs. 50,000, and another on one lakh of rupees? 

A. — Yes. In the case of a will, we Christians are bound to apply for a pro- 
bate and pay court-fees and duties from which others are exempt. That is 
our complaint. In the course of my experience I can say that in ninety per 
cent of the cases there are disputes and Christians are out to take i^robate 
because there are some disputes or other. In tho case of intestate succes- 
sion, it is almost essential to take letters of administration. Also in the 
case of a Christian there are very liigh .succession duties which the Hindus 
and Muhammadans escape. We think that either all should be exempted 
or all charged. 

Q. — ^By your proposal you aro not going to do away with the whole 
discrimination. 

A. — I can work out a scheme to allow no discrimination, but I can’t 
think of it just now. 

Q. — In the second paragraph of your note, you say that there should 
only be an estate duty and not a legacy duty. In England and most other 
countries, death duties are divided into two parts : one an estate duty 
graduated according to the size of the whole estate, also a legacy duty or 
succession duty graduated according to relationshij), and in some cases also 
graduated according to the size of the estate. 

A. — I would stoj) Avith the present system. 

Q. — If you propose to charge a general rate of 10 per cent as death 
duty, I suggest that you should charge 5 per cent as estate duty on the 
corpus of the whole estate, and charge less than 5 per cent legacy duty 
in the case of near relations and more than 5 per cent in the case of distant 
relatipns. 

A. — On further consideration, I think I AA-ould do that. 

Q. — ^Under the Hindu LaAV, a distant relation avIio has no tie of affection 
with the deceased very often inherits : that means practically a windfall 
to him. 

A.— Yes. 

Q- — Another case is that of an adopted son. 

A.— An adopted son is regarded so much as a son by a Hindu that 
I Avould not treat him as a distant relation. 
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Ihe resident. Q. The scale of probate duties in tliis 
low as compared with succession duties iu other countries 
A.— Yes. 


country 

? 


is very 


Q.— And yet you think it should be reduced 

A.— We are paying very heavy assessments in other ways. I would 
keep it as low as possible and even reduce it. If the duty is extended 
to all classes of people, I think wo can get several crores .of additional 
revenue. W^e, Christians, feel that this tax is a I'ciy heavy one. 


Dr. Paranhm. Q.— Can you give us a rough estimate of what you 
would get? We were told that it income-tax on agricultural incomes were 
levied, about 14 or 16 crores of rupees could be got, but when we examined 
the figures^ we found that the estimate was gi'ossiy exaggerated. 

A. — I have not calculated even approximately what you would got. 

Q. — Can you make a rough estimate: take, for exaiuiilo, the Eonibay 
Presidency. The land revenue of the Bombay Presidency is something 
between 4 and 5 crores of rupees. Taking laud revenue to be one-fourth of 
the net assets (which is a liberal estimate), the total net income from laud 
would be about 20 crores; capitalizing at 6 per cent tlio total value of land 
will be about 320 crores. 


A. — I cannot go into that calculation. 


The President. Q. — You saj' that the present number of civil courts 
with their elaborate technical procedure will not be able to cope with the 
collection of the tax. Even now, under the Succession Act, powers can bo 
delegated ? 

A.— Yes. 

Q. — You would propose a separate set of revenue courts to deal with 
these questions : but do’ you think that the ordinary rovenue courts would 
have sufficient legal knowledge to deal with questions of Hindu Law that 
would arise? 

A, — I think so; there is no need for much legal knowledge in these 
purely revenue matters. At present much of the work of valuation is done 
by revenue officers. As soon as a death takes place, it is the revenue officers 
who estimate the value of the property. To a great extent wo rely upon 
the Collector’s valuation. I do not think Civil Courts are fit at present to 
make a fair valuation of property. 


Sir Percy Thumpson. Q . — You know that tho question of making a 
capital levy has iicoii .sulijcctctl to considerable controvers.v in Viin-nis 
countries. In India you have no real system of estate duties. 1 was 
just wondering whether it is worth considering the question of a capital lovy 
in tndia until j’ou have a system of estate duties. An estate duty is a 
capital levy which is taken at a particular stage, that E, at dc.itii. Wouldn't 
the more ajipropriate lime to Lake a caiiilai levy be when .somebody gets ,i 
windfall rather than to take it from everybody at a delinito time? A property 
under tho death duties’ scheme comes under review for capital levy onto 
in a generation, and therefore, until you have a wcll-dcvelo(Jcd .system of 
estate duties, is it worth while considering tho question of a capital lovy? 

A, — I do not think it is. It is such a complicated quc.-.lion that no 
have not boon able to tackle it. 


As regards a tob.icuo tax, ih> you consider an 

and 


])r. Pdraitjpye. Q. 
acreage duty feasible? 

A. At [ireseiiL we have toimcco cultivation in .Smith K.imira 

T heliove holds are taxed according to the cuiulitiim of tho .soil. 

'rmvii in it? 


Q. 

A.- 


aie t.i.\cil mole 


-Is tiio class of the held iv.iscd, liccauso toliami i.. 

(Jq jjot know. I uiidcrstaud that tobacco heldj 
or Icss similar to other fields. 

(2. — L iheie a special loliacco crop-rale.'' 

A. 1 don't know: 1 don’t think llure is any siuli r.Uc. 

O.— lint vou propose that a fnrtlicr t.ix .should lie levud ubtu ^eb-eio 
ie.ives enter 'into a maiuifueinring or imlii-,uial a.ige. Vm * p.' ' 

lobacio is a cottage indu.tiy and a great deal ol uidmary lob.eco u m.ak 

into hi'itlics. 


A. — • Yc-s, 
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Q . — Where are you going to lux iti* AVould you go to everybody’s 
cottage? -Many peoplo may have small pulchos of toI)acco cultivation. 

•A. — 3Iy idea ih that every one who removes tobacco from the lields 
should bo compelled to bring it to a jiarticular place. In Kanara, cultiva- 
tion of tobaccx) is usually carried on in one particular place. 

Q. — The tobacco may bo romoved to a cottage. 

A. — I won’t allow it to be romoved to cottages, but would insist on its 
being removed to a central iilaco. 

Q. — But the man who grows toliacco might remove it to his own house 
and make cigars at his own leisure. 

The Freskleiit. Q. — As the crop is gathered, you would collect it to- 
gether, tax it and then leave it free? 

A.— Yes. 

I)r. runmjpue. Q . — Do you know that toliacco is cultivated in small 
patches and it would bo adiniuistratively diflicult to ensure that it is 
collected in one place? 

A. — If it is collected in one largo hold, it would bo easy for the village 
officer to SCO tliat the crop of that particular hold is removed to one parti- 
cular place in the village and there taxed by the taxing officer. 

The Fresiilent. Q. — Wouldn’t you get into difficulties with the process 
of drying it? 

A. — ft is removed and afterwards dried. 

])r, I'araiijpue, Q. — At what stage would you bring it into the central 
place? 

A. — When the leaves are dry. 

The Fresideat. Q. — That process of drying woidd go on for some time 
and you would have to have an officer there for .some months. 

A. — That would bo a difficulty. 

Dr. Farcin jpije. Q. — Another suggestion made is to soli by auction iho 
right to vend tobacco coupled with a limit of private possession and a 
license for dealers. 

A. — I can’t answer that cpiestion : f have not gone very minutely into 
this question. 

Q. — You propose that somehow or other some money should be obtained 
from a tax on tobacco? 

A. — ^Yes : I cannot go into details. 

The Fresideiit. Q. — ^^Vould you mind explaining your proposal for ibe 
substitution of another system for land rovenue? 1 understand you would 
have a small quitrent of a uniform character levied according to area, and 
the rest would be income-tax. 

A.— Yes. 

Q- — You would not have the exemption limit at Rs. 2,000? 

A. — ^When you substitute income-tax for assessment, the limit should 
be very low. 

Q. — ^What would j’our limit be? 

A. — I can’t say what the limits should be. Under the old Indian 
Rajahs, T don’t think there was any limit. They collected the crop in one 
place and took one-sixth of the produce. 

Q. — Are you proposing to go back to that scheme? 

A. — p looks on paper to be a very simple scheme, but it is very difficult 
in practice to work it out. 

Q. — ^You have not worked out the details? 

A. — T tried to work it out, bift I found it difficult. In England there is’ 
no such thing as land tax assessment. “ 

Q. — There is an old fixed land tax, also income-tax. It is optional to 
the farmer in England to pay tax on an income which is supposed to be 
(Xjual to his rent. 

A. — We could probably introduce some such system in India. 

Dr. Faranjpye. — ^Here most of the cultivators are small: there ihe 
lauds are in the hands of big landholders who let them out 
Vlt-tl 
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The F resident. 
proijeiit system? 


Q. Would ifc not coino to mucli the same thing as the 

quesbiou is to do iway with the survey and land settleulenis, 
take the accounts from tho cultivator and see what crops are: then lake 
oue-tenth or one-sixth ot the produce and assess it. It appears on paper to 


bo 


a very simple schemo. 

Q. — ^^Vheii you come to 
'oy V ■ ' * 
accounts 

A. — Survey is only for the 
to work it in detail. 


, I ' 1 - 1 , work it out; must it not bo based on tho 

suiioy nliich you began by condemning? Without survey you cannot keep 

area of the land. I think it is difficult 


f I'lio only alternative to tho national claim 

lor total prohibition should be a national industrial excise policy’, so that 
there bo tree production of decent liquor subject to excise duty”. 

A. — ^Yes; I find that the system works very satisfactorily in Goa. Very 
good and superior liquors are produced there — superior to those produced in 
the British territory. The tree is tapped there, and the tree is taxed, and 
there is a very high license fee for the manufacture of liquor. So many 
people produce liquor and they are allowed to do it in every village. Only 
a license has to be taken out for the production of liquor; and in this way 
a large quantity of liquor is produced there. And at the same time I cannot 
say that the people consume too much liquor in Goa. The liquor is pro- 
duced from everj’ sort of tree. 

Q. — ^No attempt is made to limit eonsumiition ? 

A.— No. 

Q. — And you think that is good? 

A. — Just as in Europe there is_ no limit to the amount of production. 

I would allow the same freedom as is allowed in Europe. I would turn the 
liquor production into an industry, just as whisky is an industry in Scotland 
and Ireland. 

Q. — ^You encourage production both for local consumijtion and export? 

A. — ^Yes. India is capable of producing as good_ liquors as any 
other countx'y. Mysore, for instance, iiroduces its own whisky, its own ruin, 
its own gin and its own brandy, though it is not of a very high character. 
But I am sure that gradually, with proper expert advice, they will also 
produce as good liquors, as good Avhi.sky, as any other foreign country 
does. 

Q. — Do you know how those liquors are distilled? 

A. — I think they are prepared under Government supervision. 

Q. — Can you define whisky? 

A. — I cannot. 

Q. — ^The Mysore licpior satisfies your taste? 

A. — ^No; it is of a very inferior sort. But what I say is that India 
can produce verj'^ good liquors out of the material available here. For 
instance, the hajn liquor; it is the opinion of a large number of people who 
have drunk it that it i.s a very superior liquor and good for the health 
also; and it is also used as a remedy for various compiaints, for mstaiico, 
rheumatism. 


Q. — ^^Vith regard to salt, you would levy a heavy import duty? 

—Yes My information is that a large quantity of salt is carried 
to Bengal as ballast from foreign countries and it pays no tax. And even 
if a tax is imposed on it, I think it is equal to the excise duty. As the salt 
imported is superior salt, the production of Indian salt must sutter. 1 
would, therefore, encourage tho iiroduction of superior salt in India, it is 
impossible to believe that India cannot produce as good salt as tlio foreign 
countries produce. . 

Sir Perc!/ Thompson. Q. — ^Bnt it costs very much more to send Indian 
salt to Bengal. 

A _If salt can easily be brought in ships from foi’oig't countries to 
Bengal, why cannot Bombay or Madras salt be carried to Bengal. 

Q.— Do you know it costs more to send cotton pods 
to Li vorpool than from Livorjiool to Bombay ? M hat happens is 1 it I 



take Homo Calcutta produce, such as rice and jute, and roturu witii ilie 
salt aud they can all'ord to Lake it to Calcutta practically for no cost. lint 
there is no trade between Calcutta aud liombay. 

A. — Why should not Bengal pay more for the superior salt it gets? 
No doubt 1 am against this high salt duty, and it should bo reduced to tlio 
lowest limit possible. Ju England 1 believe salt is not taxed at all; and if 
this high excise duty is removed, Bengal cun have Indian salt as superior 
as the imported salt. 

Q. — The i>oint is whether the man in Bengal is bound do pay more than 
the man in Bombay or Madras. The man lu Bombay gets it cheaper because 
there is little transit cost. H you arc going to iorce the Calcutta man to 
eat Bombay salt, ho has got to pay the price in Bombay ph/s tlio carrying 
cliargo from Bombay to Calcutta. Js it not hard for him to pay a high 
rate when he can get that salt from abroad at a less price? Are you going 
to say, “No, you shall not get that salt from abroad; you must have 
Boinhay salt and pay the extra price”:' Js it not rather hard lines on 
Jlengal ? 

A. — I sec the point. But it is very strange that India should not be 
able to produce salt for the whole of India. J'lven Bengal, with all its big 
rivers and other facilities, should bo able to produce good salt. T do not 
see any reason why superior salt cannot bo produced in Bengal itself. It is 
really a wonder to mo that Bengal cannot produce its own salt. 

Q. — Is there not this dilliculty that the .salt-producing season in Bengal 
is very short and you often get storms there? 

A. — I have not studied the {inestion why Bengal cannot produce its salt. 
But some of the uorthern coast districts in the Madras Presidency, for 
instanco, the Ganjam district, and also the Orissa coast, ought to be able 
to produce salt as good as imported salt. 1 think the people should bo en- 
couraged to produce good salt for consumption in this country. 

The rresklent. Q. — Hid you hear of the storm very recently? 

A. — But it is a rare occurrence. 

Q. — ^But it would result in the loss of lakhs of rupees. 

A.' — My opinion is that some screw is loose somewhere in the administra- 
tion of our country. Wo cannot have our own sugar, and our own manu- 
factures even with respect to that most ordinaiy things such as salt, liquor 
and so ou. Even for our ordinary necessities of life we have to depend on 
the foreign countries. I hope that surely a day will come when India, 
with ijroper encouragement, will be able to produce its own liquors, its 
own salt aud other things. 

Dr. Paraivjpye. Q. — Is it not a fact that a lot of Jeuju. is wasted, which 
can otherwise be used in making alcohol? 

A. — ^Yes; thousands of tons of Jcujit, are wasted. I had been going to a 
number of villages to make a study as to the conditions there and how their 
condition could be improved — a sort of economic enquirj'; and there was a 
friend of mine from Bombay who devised a scheme with regard to the 
improvement of the condition of the village people. The excise question is 
a serious question with them. "Previously they had their own liquors — very 
superior liquors — which they drank for years together. There Avas a sort 
of enjoyment of life among them. But now they find that they cannot have 
the same enjoyment. Kaju is Avasted and so many other things are Avasted. 
They cannot manufacture their own liquoi’s; they cannot manufacture their 
OAvn sugar. These industries of liquor, sugar and other things are entirely 
lost to the people. 
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HI.E..Ry. Rao Bahadur T. A. RAMABINGA CHETTIYAR, 
B.A., B.L,, M.L.C., was examined. 


Written memorandiim of Mr. Ramaling-a Chettiyar. 

Q- industrial .statistics and tiie .statistics of income are fairly 

accuiate. 1 no . agricultural statistics and the vital .statistics are neither 
adequate nor reliable. flie last are prepared in tlie villages without 
sutncieut check. Ihe return of yield is gue.- 5 S work. When complaints of 
uuuoi estimate ai’e made lu certain quarters as stated, the n'ots comiilaui 
that the yield is overestimated, at lea.st in lean veal's, ‘it is po.ssib )0 
to got a proper estimate of areas sown, but it will be difficult to get 
accurate estimates either of the normal crop or of the crop for the 
year. 


Q- 2. ^The M'ide divergence seen in the several estimates of wealth 
and income show that they cannot all be correct. The estimates based on 
actual calculation in the villages as in the case of the .studies of Dr. Maun, 
Dr. Slater and Mr. Jack should be more reliable than those based on the 
estimates of national income, but even in individual studies there will be 
error, unless a large numlier of villages of different types are selected and 
.studied, and an average of the income in all the villages is struck. 

Q. 3. — The incomes that do not come under iucome-tas are so large 
in number that any estimate based on income-tax cannot be correct in 
India. With the ’joint family system, and with the voluntary nature of 
the provision.s relating to taking probate, letters of administration and 
succession certificate, this calculation cannot be of much uso in India. 


Qs. 4, 5 and 6. — cen.sus of production in thi-s country will seiwe no 
useful puiqjo.se as pi'oduction depend.s largely on the monsoon which is a 
vei-y uncertain element, Xo result eomnieustnate with the trouble and 
expeivses of taking a cemsus like that will follow. An all-Tndia Bill pro- 
Tidinf’’ for the collection of more veliable information will have certain 
advantages, hut such legislation should be made providing for suitable 
change.s neccssai-j^ in the several provinces. Any information that is pro- 
vided for should he capable of being given for all proAunces. Without 
that, no idea can be obtained as regard.s the comparative incidence of 
taxation in the ses'eral provinces. 

Q. 7. — Estimate are useful to .show the capacity of the people and 
where exactly the incidence of taxation falls. 

O. 8. — The studio.s so far made are not sufficient to fom the basis 
for drawing general inferences. A large number 
trades should bo cho.son and .should bo studied and estimates . 

care ought to he taken in selecting the types of viJiagte 
statistics that may bo gathered may be made to support any pic-conccntd 

idea. 
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Q. 9. — ^Tho real iiicicleiico of LaxaLiou can only bo skuliecl with refer- 
cnco to family buclgots. Hero again families of clifforeiit typos should bo 
chosen in largo mimbors so as to avoid errors. 

Q. 10. — Sale proceeds of wasto lands account for about G lakhs in 
tho land revenue budget. Penalty is also included in the budget ligiiro 
for land revenue, l)ut there is no soiiarato account kept for that. 

Q. 11. — Sale of trees is included in revenue from tho forests. 

Q. 12.— No. 

Q. 13. — Tn the case of Government undertakings the return for any 
special natural facilities should be made available for tho whole community. 
AVheroas in the case of forests the Government undertake a commercial 
exploitation, the Government will naturally get the comijctitive prices that 
may bo obtained in tho market. It is only in cases of monopoly there 
is no connictitivo element. 

Q. 14. — All the cases mentioned are monopolies. In tho case of goods 
in the local market, prices are fixed by competition and the prices will 
naturally approximate to tho cost of 2 >i'o«li^ittion.' So, ordinarily, the cost 
of in’oduction is the minimum 2 >i’ice for goods, fn the case of a monopoly, 
there is no coniiictition, and tho 2 )rices fixed above the cost of prodr ction 
will therefore have to bo considered as a tax. 

Q. 15. — Tho charge for water for irrigation is fixed with reference 
to tho ijrccariousness of supply in the source oP irrigation or otherwise aud 
the nature of soil. In some places there are natural facilities which should 
reduce the cost of supplying water. In other places costly works have to 
be undertaken before water can be supplied. Tho natural facilities should, 
in my opinion, go to the account of tho general community aud not to that 
of the locality. Similarly, the costliness of tho scheme should not be a 
burden on tho locality affected. The present .system of classifying sources 
of supplies and the soils and charging rates with reference to them seems 
to me to be the fair arrangement both for the cultivator and to tho State. 
The other proposals suggested seem to me to be open to objection. I am not in 
favour of treating each work sejiarately, except where works are under- 
taken on special terms. 

Q. 16. — A pro 2 )ortion of the increased value should be taken by tho 
State in the shape of a betterment tax. The owner of the lands newly 
brought under irrigation has to incur heavy expenditure to prepare the 
lands. If in addition he has to pay a lump sum to the State, he will 
have in most cases to borrow which is not advisable. 

Q. 17. — The Estates Land Act will stand in the way to a certain extent. 
Suitable amendments will have to be introduced. 

Q. 19. — Local taxes will have to be considered along with provincial 
and imperial taxes, and should be considered, in ascertaining the incidence 
of taxation. 

Q. 20. — Only those taxes which are levied for .siiccified services rendered 
will have to be treated separately, for example* scavenging fees, liouse- 
lighting fees, etc. 

Q. 21. — Indirect taxes -can bo considered voluntary only when they are 
levied on luxuries which the consumer _may or may not use at his choice. 
Even here the tax is a burden, biit it is levied on shoulders that can bear 
them. 

Q. 23. — I do not agree with the statement quoted. Those who drink 
and, much more, immoderate drinkers are not caijable of resisting tempta- 
tion. In their case the consumption cannot be said to be optional. 

Q. 24. — have no objection to a tax upon entertainments, provided it 
is levied only on the upper class tickets. 

Q. 25. — ^Even though there may be a few- among those who by religion 
or custom are jirohibited from taking intoxicants, the generality of these 
do not resort to taking intoxicants. So it will be fair to exclude these 
from consideration in estimating the biuxlon on the.-^e classes. 

Q. 2G. — The taxation in this country ha.s not been based on the maxims 
onunciated by Adam Smith, aud the capacity to pay has not alwaj'.s been 
the guiding principle. Tn levying taxes the best time for collection is not 
always chosen — see for examijle the Icisf hand! in the hfadras Presidency. 
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^ ^ t-lio prc&onL sysLeiii of lasuLion, probabJy in all Llio 

ii'omber oi tbo cojiniiunify will pay a tax ot some bort. 
Intapacity to pay slioiild bo tbo basis for oxciuptioii. Everything a man 
docs 111 the coiuinumty has got its offoet both from the sanitary ns well as 
the ocononuc standpoint on other people in the commumty. So, even 
i.-f taxation, roproseiiLation ndll be necessary to safeguard one’s 
own hie, health and property. 1 ivill not recommend a poll tax or any 
otlier dii-ect tax to bo pllected from every member of the community, 
r consider that poll tax is more objectionable than the salt tax and other 

tUXGS 111 U, o^. 


_ Qs. 33 to 3o.-— I approve of the present scheme of graduation in 
i»icouiG"tax. 1 will dificreiitiate between, tlie earned incomes and those from 
capital simply invested. Tlie present S 3 ^stem of exemption does not take 
note of the lamil^^ and its rcquireinents. Allowances should bo made on 
the basis of the number of meiubors in the family j otherwise, the exemption 
will not be the samc_ thing to every lumily. To ascertain the number of 
members in the families will not lead to more impiisitorial proceedings 
than those now necessary' for ascertaining the income. The family being 
111 India tlie unit, any oxeiniitiou not based on the number of members 
in it ivill not be correct. 


Q- . I disagree with the present system ol levying super-tax on 
companies. The shareholders in com])auic.s belong to all grades of life. 
It is not ecjuitalilc to ask the pool’ sharcholclor to paj’ at the same rato 
as the rich one. The system of I’ebatc docs not work properly, as the 
poor shareholder never_ takes the trouble of applying for and getting back 
the tax paid. I_ am in favour of fixing a license fee for the companies 
and then levy income-tax on shareholders wherever thoj^ may have to 
pay. 

Q. 38. — I do _ not see the reason for exempting the incomes from 
agriculture, especially of f.ho absentee landlords. .If the present limit of 
exemption were applied, the proportion of actual cultivators farming their 
lands that will be affected ivill be very small. 

Q. 40. — In India the family' is the unit. The average number of 
members in a family may be taken as five. Considering that, the limit 
of exemption of Rs. 2,000 does not seem to me to be high. When agri- 
cultural income is brought under income-tax, a similar exemption will have 
to he made in that also. 


Q. 41. — The service of accountants are not much utilised. 

Q. 42. — The form prescribed already serves the purpose. I am not 
in favour of prescribing anything further. The state of literacy in the 
villages and the simple nature of the transactions do not necessitate any 
book-keeping to be prescribed for the accounts, besides the forms already 
required. 

Q. 44. — ^I consider tax-free securities as objectionable, as they really 
mean an additional interest paid. I am against any form which hides the 
real advantages given by the State to those who lend to it. 

Q. 47. — ^Assessment on a tnree years’ average will be more satisfactory. 

Q. 48. — ^By confining indirect taxes to a few articles, the cost of 
collection will no doubt be diminished. Tlie tax will only affect those ivlio 
use those articles, and those who do not use the articles will be excinpted. 
Unless a large number of articles are cliosen in such a way that in the 
result all those who can afford to jiay arc equally affected, the result inay 
not he eauitable. I do not agree, that in a country like India there is no 
hardship in taxing necessaries, on account of the fact that three-fourths 
of the population consume no luxuries. 

49 j have no objection to existing duties on cigarette papers, 

chocolates, motor cars and perfumeries. 

0 50— A <vraduated tax based on the value of the articles consmned 
naturallV' throws a large burden on those who can afford to pay. An 
indirect taxation based on such graduation is practicable. 

Q. 52.— On the assumption made salt tax is less ohjcctionalile than 

others that can be suhstiLnled. • i . i 

^ mi r.f i.ivirif.n ill anv country cannot ho coiisuleieil 

Sion lim’hs W. It is positively high m certain matters. 
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the picseut luouiouL wo have a, rogcesfiivo graduated duty fixed, 
not bo jorgotteu that ultimately the pour man agaiu.st whom 
IS passed has to bo taxed for duty. 


It should 
the decree 


Qs. 0^ aiid 93.— Ill the caso ot court>fees and registration fees there 
IS a liJiouhood of an elemont of taxation existiug. la the ca.so of registra- 
tion loo there is the element already, and in the case of court-fees, in 
some years there has been a .surplus over expenditure incurred. In the 
case of both court-fees and registration fees there is no justification for 
tlio Grovernnient to make a profit. 


revenue will have to be considered both as a tax and 
as_ I'eiit. When the Government interferes in a purely economic relation-- 
sliip It does not keep the relationship separate. So, what may have origi- 
nated as a reiit has become confused. Another factor that has also contri- 
buted to this IS the fact that the Goveriiiiiont is the owner of most of the 
lands and thus occupies^ the position of monopoly-owner. In cases of 
monopoly also, there is likely to bo confusion, and the economic relation- 
shiiJ _ alone cannot be separated in jiractice. So, whatever may be its 
position from the point of view of economics, it is not possible at the 
jj resent iiionient to treat laud revenue as rent, but in treating it as a tax 
the consideration that it originated as a rent is not lost sight of. Tlie 
fact that ill poriiianeutly-settled estates the Government has given np the 
right to treat the tax on laud as rent gives additional reason to those who 
object to enhancement in otlier cases, a valid ground. 


Q- 9i. — The prosperity of the cultivator is affected by the land tax, 
and any enhancement of it, especially suddenly, is bound to have bad 
effect. ^ . 

Q. 93. — ^Tlio criticisms are correct, and I do concur -with them. 

Q. 99. — The present system loads to inecpiality for various reasons, 
ouQ_ of them being the average taken of the prices ruling over different 
periods. There is also the question of the personal element, the Settlement 
Officer and the District Collector for the time being. The complaint is that 
while some districts have been treated favourably others suffer, _ The recent 
agitation in Taiijove was mainly based on the contention that it had been 
treated unfavourably in successive settlements. Some sort of uniformity 
is nece.ssavy in laud revenue. The following plan is suggested. All the 
districts may be surveyed and the lands cla.ssified once for all. Most cf 
the districts have been surveyed already and the lands in them classified. 
The few more taluks that still remain may also be surveyed and the lauds 
classified. A nnifovm rate for all the districts based on these classifications 
may be adopted, and this may have reference to the. average iirice pre- 
vailing over a number of 5 'ears. Land settlement may be made iiermanent, 
on the basis of tliis uniform rate. If the Government require more mone 3 % 
thej' may raise it by a tax ou agricultural incomes above a certain figure, 
say, Rs. 5,000 gross income, or Rs. 2,000 net income. This will be more 
satisfactory and meet many of the objections raised to the present system. 


Qs. 100 and 101. — ^For the subsistence level the_ family should be taken 
as the unit, and not the individual. If temptation were given, further 
fractionalisatioii of holdings may result in some cases, but it will be nothing 
compared to -the present fractionalisatiou due to the laivs of the country. 
Lands even when they are so small as an acre are fractioned ; so to give 
an exemption up to a limit of Rs. 2,000 will not ver.y seriously affect the 
question of increase of small holdings. The ordinary holding is very much 
smaller than what the fractionalisatfou of holdings yielding an income of 
Rs 2 000 is likely to be. Fractionalisation cannot be checked so long as 

the Hindu Law, which gives shares to all members of the^ fainily is in 

force. Any change or limitation will only cause loss and irritation to the 
people without in any way checking fractionalisation. 

Q 102 will not apply the principle to waste lands newly brought 

under' irrigation, because the State as the owner of lands will not be working 
them as profitably as the individual landowner. On the other hand, 1 
agree that the benefit of the natural re.sources newly found .should go to 
the State. I would either sell the waste land after the irrigation scheme 
begins to work by open auction or charge a sort of betterment tax. 

Q 103 will leave the imiiosition and collection of land revenue to 

the focal authorities for the reason that the increase in the and 

income of the land is mainly due to the facilities afforded by the local 
.authorities. 
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Q. 104. — Comparative incidence of tEe land revenue _ in different places 
is a difficult question to solve. TEe assuini)tion in question tEat it may be 
the same throughout the same proviiice does not seem to be correct. The 
incidence of land revenue u’ill depend on various matters, among which, 
the extent of land, the nature . of the soil, the condition of the monsoon, 
the nature of the crop grown, the facilities for marketing and the prices 
fetched in market as also the cost of cultivation will have all to be con- 
sidered. To take a rough method, methods 4 and 5 suggested may be 
better than the others. 

Q. 106. — ^The Financial Relations Committee which was constituted^ by 
the Government in 1920 found it necessary to classify the services into 
three, namely, national, semi-national and parochial. It is not possible to 
have any hard-and-fast distinction in the principle of taxation as among 
the several classes of the services. A service, though parochial, may_ be 
more necessai’y than our national service; vice versa the national services 
may have to be considered from the point of view of the benefits received 
from it. 

Q. 107. — ^The scheduled taxes are not sufficient to meet the growing 
needs of the local bodies. At the same time, there is difficulty in finding 
new sources, as some of the iiroposals so far made only suggest additional 
tax on land and income-tax, which are already local and imperial taxes. 
Any additional cess on land in this Pi-esidency will meet with strong opposi- 
tion. The professional tax and the companies tax already affect those 
who get income otherwise than from land. There is also the opinion that 
the Government is not bearing its share of the expenditure on national 
and semi-national services. I'he want of fixed principles has been felt in 
this Presidency. 

Qs. 109 and 110. — Octroi is not levied in this Presidency. 

Q. 111. — Tolls have got their justification as they make those who use 
the road pay for their upkeep. There may be people who own or use 
vehicles, who otherwise may not pay any tax to any local bodies. It may 
be said that they pay only for services rendered. So I would support their 
maintenance, even though they contribute somewhat _ to retard traffic. 
With the present fast travelling, toll gates at close intervals are legiti- 
mately considered a grievance. A distance of at least 25 miles should inter- 
vene between one toll gate and another. The difficulty in this matter is 
that there are many local bodies, and each wants toll to augment its 
resources, and' each body is maintaining a portion of the road. To avoid 
all difficulties, the best course may be to have toll gates at 25 miles distant 
from each other, to pool toll income and distribute the same among the 
several local bodies concerned on the basis of the expenditure incurred by 
them in the maintenance of the roads. This distribution can be effected 
either by consent of the local bodies at a joint conference, and when that 
is not possible it may be settled bj' Government. 

Q. 112. — ^Tt is a matter of convenience that settles the oAvner or the 
occupier as tho person from whom tho tax should be collected. Mffiile the 
owner is known, tho occupier is not generally known, and also he changes. 
Tho owner will bo able to shift the burden of tax on to the occupier in 
cases where there is keen competition for the hoAise; where that is not 
tho case, tho owner may have to i)ay. 

Q. 113. — Since it is not alway.s pos.sible to shift the burden of taxation 
on to tho shoulders of tho occupier, a limitation is uecessarv ; otherwise 
bouse property in municipal areas will become depreciated aud'the housino- 
problem aviH become more difficult. House tax should nor be the onlv 
or the main tux in an urban area. 


_ Q. Ho. — I am not generally in favour of t nvi n -r 
IS realised by sale or otherwise. When a buildin-^ is 
nieut tax may probably bo better. 


value excent when it 
eox^rrueted. a better- 


Q. 11b. — Iho professional and eompa^v 
this Presidency and there is no special "f- 
areas. In rural areas objection is iake-i r-:? - 

Qs. 117 .and 118. — I am in favcnr •** 
slmro of tho expenditure on c££r 
.sum grants. While the 
no doubt the right to in-:^--: 
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administration of service may also be inststed upon. Tbe civic conscions- 
nesB is growing, and people are realising their responsibilities in the 
administration ot local bodies. 


Q. 119. Most of the taxes mentioned are already being levied in some 
form or other. 

Q. 121. — generally agree in the statement, but the difficulties in 
assessing are not realised. 

Qs. 122, _ 123 and 124. — Suggestions 2 to 5 unduly restrict the freedom 
of the cultivator. The proposals may ultimately amount to treating 
tobacco as ganja is being treated now. Tobacco is at present a iirofitable 
.sort of cultivation for the rj’ot, and if anything, I am in favour of giving 
more facilities to the ryot to grow tobacco. The first method suggested is 
le.ss objectionable. A method by which the assessment will take account 
of the price realised will be more satisfactory. A tax on export gives 
room for evasion, as the importing States from this Presidency are 
Travancoro, Cochiii and Cevlou. On the whole, an acreage duty is preferable. 
Considering every thing, 1 would prefer the first metliod suggested, even 
though it is likely to lead to inequalities in certain resiiects. 

Q. 129. — I will give no such exemiition. 

Qs. 132 and 133. — In spite of the fact that they give rise to evasion, 
I am in favour of ad valorem duties. Specific duties have no meaning 
ill sncli cases. The excise may be fixed at a rate lower than the customs, 
so that some advantage may be given to local manufacturers. 

Q. 134. — ^Tlie proposals for taxing tobacco growing are not likely to 
very seriously affect tlie cigar trade, as tbe tax may be a very small jiortion 
of tbe price charged for cigars and cigarettes. 

Q. 136. — C IS the least objectionable. In view of the widesiivead habit 
of tobacco-cliewiiig, any &jf.steni of licensing will be objected to. 

Q. 137.— Yes. 

Q. 138. — ^All the three methods mentioned should be adopted in 
combination. 

Q. 139. — The tax should be levied at the same rate throughout India. 
It should be graduated progressively. As the provincial finance i.s more in 
need of augmentation than the imperial, the duty should be a provincial 
tax, or the Imperial Government should make it up in some other way. 

Q. 141. — The duty should not be levied on ji>int family .property which 
is taken by survivorship iiy the surviving members after tlie death of a 
member. The family is the unit, and as the unit continues there is no 
question of succession. It will be very unfair to treat a member of a 
joint family as a separate unit and levy any tax on the supposition that 
he is entitled to the wliole or any portion of tho joint family iji’operfcj'. 
The succession or any inheritance duty should be resti’icted to' individual 
or separate property. 

Qs. 144 to 146. — India the exemption made may bo fixed at Es. 1,000. 
There will be difficulty in assessment. Ordinarily, the statomont of tho 
assessee will have to be accej)ted with regard to their valuation, but book 
debts and debts on loro-notes can bo traced and assessed. The same depart- 
ment that administers income-tax may also_ administer this tax with tho 
help of tho Land Eovenue Department, which may bo requisitioned wlion 
nccessar 3 \ There is not at the present moment tlio same ro-oporation 
lictwcen the Income-tax Dejjartmont asid tlio Rovonuo Department tliat one 
should liko to have. 

Q. 147. — am in favour of coinbining melbod.s 3 and 1. 

Q. 149. — Tlio i)re.scut s.vstom leads to iiieciuallties both in tlje incidonco 
of taxation and also in the resources of Ibo ])i-o_vinccs. The nrovinces sliould 
bo given the benefit of tho growing eommorcial revenues by a .system of 
division of revenue botweeii the rmperial and the Provineial Govornment.s 
in the revenue derived from income-tax and customs. 

Q. 1.50.~A more satisfaetoiy solution .slio\ild bo based on tlie iucidenco 
of taxation being tho same in all provinces. It i.s not po.ssiblo .so long ii.s 
some provincc.s have got permanent sottloment of l.and levenuo. l*.quali.!ing 
on tbe jn-c-sent arrangement will only moan that some provinces will bo 
lightly taxed, while others will bo heavily taxed, and it mav be that for 
the hbnefit of tho ligblly-l-axcd province.s other provinces will iiave to pay 
more. So, cither the incidence of ta.xatiou should bo brought to the samo 
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level in all provinces, or the different i)roviuce& should he allowed to take 
the conscfiuences of the sijecial treatment they want to be given to particular 
interests in their provinces. 

Q. 152. — I accept the reasoning. 

Q. 154. — I will not allow the Central Government to have anything to do 
Avith excise. Except for the difficulty of assessment 1 Avould advocate a 
transfer of the customs duty on foreign liquor also to the Provincial 
Governments. Giving an interest in excise to the' Imjjerial Government 
will stand in the waj' of the acceptance of any policy leading to considerable 
reduction in consumption at once and total prohibition in the end. T will 
not complicate the issues by ghdng an interest in this revenue to the 
Imperial Government. Every province ought to be free to adopt the policy 
it considers best and take tho consequences. If the iirovince is iJi'epared 
to take the consequences, I don’t see any reason Avhj’- the Central Govern- 
ment should be in a position to dictate the policy. In America, i>rohibi- 
tion laws were passed in several States before the Federal Government 
took it iq). A similar course ought to be possible in India also. 

Q. 156. — I accept the reasoning. A division of the ijroceeds is practi- 
cable. The domicile of tho assesseo or the deceased, as the case may be, 
Avill huA'e ordinarily to be taken as the basis for tho distribution of the 
tax. 

Q. 157. — Similar considerations do not apiffy to these cases. X iviU 
not differentiate between the judicial and non-judicial stamps. 

» _Qs. 160 and 161. — Special assessments and fees of all kinds are es- 
sentially local taxes. The present profession tax and the company’s tax 
really form an addition to income-tax on incomes. There is a cess on 
land revenue. These are the present sources of the local bodies in this 
Presidency. I think there should be a limit fixed for the surcharge on 
land revenue or income. Taxes due to betterment caused by the facilities 
afforded by local bodies and those due to extension in the neighbourhood 
of urban areas should belong to local bodies. Any return for services 
rendered should naturally go to tho local bodies, 

Q. 162. — There is danger in tho samo property or income being sub- 
jected to taxation by several bodies, because they are not likely to consider 
the joint effect of all these taxes. At the same time, it is not possible 
to separate altogether and earmark for_ different agencies the several sources 
of taxation. The only possible way in which the danger mentioned can 
be avoided is by fixing the maximum limit up to what the subordinate 
agencies can tax, 

Q. 163. — ^Yes. I _ am strongly in faA’-our of fixing the prices in all 

cases in which there is likely to be practical monopoly. 

Q, 164. — ^Life’ insurance may be a Government monopoly. 

Q. 165. — ^The principle seems to be all right, bxrt I cannot accept any 
article, exceijt probably salt, to be brought under State monopoly. 

Q. 167. — I do not agree so far as conditions in India goes. 

Q. 168. — ^The staff is excessAm, but on account of the miscellaneous 
Avork given and the ivide area to be covered, the Govezminent ia not willing 
to reduce the staff. If the function of the department is cleailj" j'ealizecl 
and fixed, the staff can be considerably reduced. At the same time, the laud 
revenue staff is considered as the .servant for all work, oven though special 
staff has been brought into existence for doing many departments of 
work. 


Q. 169. — It is quite possible to combine all the staff necessary for 
imperial taxation in one service. Similarly, all those required for pro- 
vincial taxation in one service. The present system" of having a separate 
staff for each department is too expensive and quite unnecessary. For 
instance, the abkari staff Avill be tmnecessary if its Avork is divided bet- 
Aveen the Revenue^ and Police Depai'tments. In any case, so far as the 
supervising staff is concerned, they_ can certainly take in the vai-ious 
departments micler their control. It is unnecessary to have separate super- 
Ausing officei's for each department. 


_Q. 171. — This raises a big question of administration. The need for 
an iiulopendent cxccuth^e officer lia.s been felt in many bi<^' local bodies 
nis posi tion uill have to bo moi'c or less the samo as that of Officers semne 
n the Iransferred Departments. As this raises questions other than mere 
assossiuont and collection of taxes, I will not go into it. 
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Mr. Ramalinga Chettiyar gave oral eVidence as follows 

T/ig President. Q. — You had been Chairuian of the Coimbatore Aluuici- 
jjahtj' ior some years? 

A.— Yes. 

Q. — Also President of the District Board? 

A. — ^Yes; I was. 

Q. — ^You have considerable experieJice in both these capacities? 

A.— Yes. 

Q- — *^iid you have been a Member of the Legislative Council for several 
years past? 

A. — Yes. 

Q- — 'I’lie fii‘J>t part of your answers, that is, the statistical portion, will 
be dealt with bj’ the other Coiuinittee, the Economic Encpiiry Committee, 
except the portions relating to incidence of taxation. 

_ Your view is that “the real incidence of taxation can only be studied 
Avith reference to family budgets”. But there are not sufficient family 
budgets available at present. We should have to make a very exhaustive 
collection. 

A. — -Yes. 

Q. — It is a matter of years, , 

A. — It all depends upon how you proceed with the work. If a special 
committee is aiipointed, probably' it won’t take so much time. If, on the 
other hand, it is to be done by students of political economy, it will take 
a much longer time. 

Dr. Uyrler. (J. — Don’t you think that ive can broadly divide the people 
into four classes and say ivhat particulai* items of taxation are borne by 
each particular class? Take, for instance, income-tax, land revenue, customs 
and so on. 

A. — The difficulty' is that there is difference as betireen different 
localities. In some places the poor people consume articles, wliich in other 
places they do not. For example, _ take toddy or arrack. Until recently 
people in the Nilgiris did not take either of these. 

jDr. Paranjpye. Q. — We can_ say generaUy that the poor people drink 
toddy and arrack and not the rich. 

A, — But what I say is that until a few yeai’s ago the Badagas here — 
the low' class of people — did not drink. But in other places people cf the 
same grade have been drinking for years; so that yoxi cannot rm-m any 
general conclusions, 

Q. — We are not going to distinguish the classes so very muiutely. Fcr 
instance, we can broadly divide into poor, middle class, moderately rich, 
and rich people. 

A. — Even witli regard to them, the consumption will vary xvith diffei-ent 
localities. Wliat is consumed by the rich in some places niav Jiot be con- 
sumed by the rich in other places. For instance, take the turban. Perhaps 
in Poona they go in for lacc turbans; but in other places ':hcy do not.. 

Dr, Jlijclrr. Q. — I know w’hether in your opinion it is not possible 
to say roughly how the customs duties are borne by the different classes of 
people, i.e., wliat customs duties are borne by particular classes of people? 

A.— I- do not sav it is not possible. You will have to take a fairly 
large number of tvplcal localities and also typical families. Unless theso 
tw'o factors go together, it will not be possible to decide that question. 

Q. — ^Jji ;i country whci'e there are about 320 million people, these 
small variations do not matter much. 

A.' — The variations aro not veiy sniull if you take the big localities 
into consideration. The conditions of the different classes do vary in 
different localities. 

The President. Q.— Could you not proceed by a process of elimination? 
For instance, you can say tliat tlie poorest classes do not use motor cars. 
Reduce it down still further until you conic to the taxes that the poorest 
classes do pay. For instance, import duties on cotton goods of tlio lower 
grade, matches, etc. 
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A. — Yes i there are certain things which are consuniecl by the poorest 
classes. 

Dr. Hyder. Q. — With regard to Q. 14 you say, "In the case of a inono- 
potj', there is no competition, and the prices fixed above the cost of produc- 
tion will, therefore, have to bo considered as a tax”. What do you include 
in the cost of production? 

A. — The actual cost of producing the thing. 

Q. — The Government provides railways, post offices, irrigation and 
other such things. Now will you include in your cost of x^roduction the 
salaries that the Government has to pay to its administrative staff? Also 
will you include the normal roAvard for risk and management p 

A. — ^Ycs. 

Q. — ^Aud also the normal return on the capital invested? 

A.— Yes. 

Q. — ^And to the Government, the normal profit on their undertakings, 
i.e., Avhat Avould be got had the undertaking been in private hands — Avhat 
a private manufacturer Avould obtain as normal roAvard for his work and 
enterprise ? 

A. — ^Yes. 

Q. — HaA’-ing included that, you say that tlie rest is in the nature of a 
tax? 

A. — ^Yes. 

The President. Q. — ^You say that the return from natural facilities 
should be made available for the Avhole community? 

A. — Yes. 

Dr. Hyder. Q. — ^What is it exactly that you have in mind? For in- 
stance, take irrigation. You haA^o got "different canals in your Presidency. 
Some areas are faA^oured by nature in AAdiich case the cost is very low, and 
there are others Avhich are not so favoured by nature, in Avhich case the cost 
of construction is high and the production from the soil Avill also be less. 

A. — Yes; I have mentioned that in another connection. 

Q. — ^What system of rates Avill you h.ave in the Madras Presidency? 
Would you have higher rates in those areas Avhich are favoured, by nature 
and AA'here people can afford to pay more? 

A. — No. At present Ave have got only one rate. We have got a classi- 
fication based on the system of suxjply and on the soil. These tAvo together 
are taken into account. The same rate is fixed regardless of the cost of 
supply, and I think it is a fair system. For example, in the Godavari, 
the net return to the Government is something like 18 to 20 per cent and 
in other places they get only from 5 to 6 per cent. 

The President. Q. — ^You have in the Godavari delta some of the best land 
pi the Presidency paying a rate of Rs. 5; and in the Bhavanasi pi’oject, 
very poor land pays Rs. 15. Would you raise the Godavari I’ate to Rs. 15? 

A. — ^Yes; I will bring all the rates to the same level. 

Dr. Ryder. Q. — If the source and the soil come under the same category, 
you Avould level up the rates? 

A. — ^Yes. 

Q. — ^What is it that you meant udien you say, in ansAver to Q. 15, 
“Similarly, the costliness of the scheme should not he a burden on the locality 
affected”? 

A. — mean the x^articular locality. 

Q. — ^That is, if a canal runs through a particular region and it can- 
not x)ay its Avaj' unless the rates are A'^ery high, you Avill have the canal 
constructed and charge lower rates, making up the difference by levelling up 
the other rates? « * 

A. — ^What I say is, pool the whole thing, 

Q. — ^You look upon the irrigation enterprise as a Avhole. Taking all 
together, there Avill be_ some regions Avhich are very rich and some Avhich 
are not. In those regions Avhere canals cost you much and which have the 
least ability to pay, you Avill have your canals constructed and you Avill 
charge loAver rates; and you Avill force up the rates in the more favourably 
situated areas? 
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will be the ease. Only if tbe cost of tlie scheme is taken 

seimrately, 

Q>~You will not take into account tlio value of the water to the 
people.^ 

I _tlo. ^Miat I want to say is this. In the whole Presidency you 
liavo certain rates for each class. For the first class you have certain rates, 
lor the second class you have other rates and so on. The cost of construction 
will vary on account of the natural conditions. So where it is cheaper, the 
Government gets the benefit, and where it is dearer, it loses. But so far as 
the people are concerned, the return they get will be the same throughout. 

Dr. Paranjpyc. Q. — ^^Vhen a Government goes in for IrrigafcioJi schemes, 
it obviously takes up the cheapest and the most favourable schemes in 

the beginning. When they lay down the rates for that scheme, they will 

probably fix the rates which will just pay for the cost of that scheme. They 
next take up a more expensive scheme, and naturally they will have to 

fix higher rates. Now in order to lessen the rates for rhe second scheme, 

are you going to put up the rates for the first scheme? 

A.— What I suggest is this. That should be the case ordinarily. But 
in special cases, when a scheme is not undertaken in the interests of the 
country generally or when a few landlords want a particular scheme and are 
prepared to iiay for it even though it is costly, then separate treatment 
should be allowed. But ordinarily, where the Government thinks that a cer- 
tain ii'rigation work ought to be taken up, I think they should not make 
any difference between one work and another. 

Q. — From what I understand, Godavari and Kistna are very favourably 
situated for irrigation. Now, would not the people of those regions feel 
aggrieved if they have to paj' higher rates in order to make the schemes in 
the famine areas, for instance, pay? 

A. — My argument is that s'ou are to fix the rates on the piv.ticular class 
of laud and source without reference to what actually a particular scheme 
or all the schemes together cost you. 

Dr. Ilijder. Q. — There is another point; you must look upon the irriga- 
tion enterprise as a whole. You will take the above schemes separately 
and if two schemes are the same in jjoiiit of reliability of sources and 
classificatiem of soils, you will charge on both these schemes at the same 
rate? 

A. — Supposing yoti have a scheme in one area and it would not pay 
unless you charge 15 or 16 i-upees, you may not undertake it unless 
you are ijrepared to raise the rates in the better tract. Mj"- contention 
is not that you should raise the rates in the other schemes; that is not 
ray point at all. I do not want you to raise or lower the rates on account 
of the cost of the new schemes. 

'The President. Q. — Then how n'ould yon fix the rates in tliomew schemes? 

A. — I would classify the irrigation sonrees in different classes, as first, 
Second and third. Soils are already classified. ‘ Therefore, what I would 
suggest is, wherever the land might come under irrigation, take the rate 
of classification, and then chai'ge so much for tbe fir.st class, so much for 
the second class, and so on in tJie whole Madras Presidenew. 

Sir Percy Thompson. Q. — Supposing you have a very favoiu-ablc and 
simple scheme Avhere it is easy to irrigate, and in iJie past you have chai-gcd 
only lls. 4, whereas, as a matter of fact, the jand is siich that under ^our 
classification you would have to charge Jls. 15, you will charge l?s_. 15 on 
the general merits quite irrespective of any new devalopments which you 
mighs undertake? 

— ^Yes, because the man is going to get the same thing as another 
man in a similar iilace. 

Pi'. Pciratijpyc. Q. — Supiiosing you start with a clean slate and it is 
tho first irrigatiou enterprise, how would you cliargo on it? 

A. If there was only one scheme, Gorerimwni won’t undertake tlio 

scheme except on a capitalistic ba.sis. 

Dr. ITyder. Q.—I was going to ask you whether you realise the impli- 
cutious of what yon have just admitted, that is, you will liasc your rates 
on the principle of ability to pay? 

A.— I said the return the ryot gets in tho shape of additional pro- 
duce from tho water, ft is on this principle that ho pa 3 'S. 
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(). — You will have ono limit like that, the return, and the other limit 
would be what it costs tho State. So j'ou will hx the rate on a compromise 
between the two? 

A. — think tho Government alwaj'.s does this. 

Q. — ^How will you meet this difficulty : I instance tho case of a very poor 
tract subject to t’amino ; Government thinks that an irrigation project should 
be introduced there, and Government does introduce it? 

A. — I have already said that for other reasons Government would find 
it necessary to open such projects. 

Q. — 1 say in such cases Governmeut might have to charge very little 
Just as railway companies do. It may be it is not enough to cover the f-ost. 
l?'or instance, the railway comi)auies carry gold and coal. They chai'ge 
for coal much less than they charge for gold. They do it because tliey 
wairt to get as much ns tho traffic will bear. 

A.— I do uot want the Govovument to go in for rack-renting.' If they 
are lo get as much as they can, it will simply mean racic -renting. 

Q. — jt is not extortion. Your railways do not base their rates on any 
extortion principle? 

A. — ^It is. 

The Preshlcni. — ^Tho fixation of railway rates is based not on ability 
to pay, but on what the traffic can hear. 

Dr. Hyder. Q. — Will you have your rates as tho President has said, on 
the basis of what the lauds can hoar? 

A. — ^I do not want to make any difference between one scheme and 
another. I only say for the additional income you got from tho land you fix 
a particular rate, and then have the same rate throughout the Presidency. 

Q. — ^Then I understand that you are in favour of the present system, 
accorcliug to which the rates are based on the reliability of the sources 
and the classification of the soil. 

A. — Quite so. 

The 'Pt-esUleni. D. — Ynu sav tliat the Estate Land Act stands in the 
way; Avould you explain that to us? 

A. — ^That is because the landowner himself has got the right to n, 
certain amoimt of water and the tenants have also cot cert*’ in rights in 
water with the result that these rates are fixed by custom. The net result 
is that some people pay only Rs. 5 an acre. 

Q. — ^Ts there any reason why the same principle should uot he applied 
to the whole countrj'’, does the Estate Laud Act prevent the rates being 
raised ?. 

A. — ^Yes. because the, zamindar is entitled to so much water under the 
rules, and sometimes they are entitled to water even without paying any 
rates. 

Q. — Wliere he is paying water-rate, is it not liable to revision? 

A.. — 1 think so. 

Dr. Hyder. 0. — In Q. 21 vou say indirect taxes can be considered 
voluntary only when thev are levied on luxuries which the consumer may 
or may not_ use at bis choiee. Will s'ou iilease explaiir to me how they 
can bo considered voluntary? 

A . — Voluntary in the sense that ho can buy whatever he likes. As 
T said, take a, lace turban, the man may purchase it or not. Tf the cost 
is too nuich he may purchase only one. instead of two. With reference 
to exci.se there is no cmestiou of option, because the man is under a tempta- 
tion that he is not able to resist. 

O . — ^Taxation of luxuries is optional. Why do yon make 
any difference between the luxuries and the necessaries? Is there any idea 
at the back of your mind that no one should consume luxuries? 

A. — ^Not at all. I only mean that he has the option in that case. 

f!ir Perc)/ TJtompson. Q. — Take, for mstauce, consumption of salt ■ that 
would not he optional? ’ 

A. — ^No, that would not be optional. 
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Q- — 111 case of tobacco, is there an option? 

— ^Tliere is again tlie question of resisting. 

Dr. Hyder. Q.— Take the question of matches and kerosene oil. 

A. — I do not tliink there is any question of luxury at all in this case; 
tliey are necessaries. 

Q.—You .say, “I liavc no objection to a tax upon entertainments; pro- 
vided it is levied only on the upper class tickets”. You tax, for instance, 
cinema .shows, concerts if tliey admit by ticket, and you will tax race meet- 
ings. Is there anything else that you ivill tax? 

A. — T don’t think there is .an.vthing else besides theatre.s, circuses, race- 
courses, cinemas, etc. 

9' — Buppo.se a big zarainhar i.s in the habit of arranging singing 
parties evoj-y Saturdaj', you won’t tax him? 

A. — If you take that as an objection, j'ou can tax him. 

O' — ^The point is that the performers got their fee, and thus the admis- 
sion fee is paid in one lump sum by the host, that is the cu.stom; will you 
tax in this case? 

A. — I don’t think such parties are common, except at marriages. 

The T resident. 0'~7^p country charges entertainment tax except when 
it takes place on admission by tickets. Private entertainments in other 
countries are never suiiject to entertainment tax. 

A. — It may be so. 

The Maharaja dhirnja Bahadur of liurdwan. Q. — Do you think in your 
.part of the country an entertainment tax would, outside the big cities uko 
Madras, give you a very large return? 

A. — I do not think in the rural jiarts you will be able to make anything 
out of this tax, 

Q . — Therefore you will have to limit it to the big cities? - . 

A.— Yes. 

Dr. Hyder.^ Q, — ^You raise an important issue in Q. 26. You say that *'tho 
taxation in this country has not been based on the maxims enunciated by 
Adam Smith, and the capacity to pay has not always been the guiding 
principle”. This is a startling observation to make, I would like to know 
on what basis you make this statement. 

A. — ^I am making this statement on tlie bas's of the quotations made in 
yotir own questionnaire. 

Q. — Then please enumerate fust the taxes which violate or ofl'end the 
canons of taxation of Adam Smith. I want you to con.sider each tax bv 
itself and then consider all taxe.s imt together. Now then please .enume- 
rate them one by one. 

A. — ^Take land tax, it is uniform. It does not make any diifei’enco 
between ihe man who can pay and the man who cannot iiay. On the 
other hand, those who can affoi-d to nav are left free. If it makes any 
difference at all, it makes it in favour of the richer man. Take, foe instance, 
the big zamiiidars, their lands az-e all permanently .settled and they do not 
pay anything like what they should. 

Q. — That a.ssumes that land revenue is a tax.? 

A. — Certainly. It is partly rent and partly tax. The whole tiling 
has become confused. You wanted me to mention one tax after another; 
so I have taken land tax as an example. 

Q. — grant, for the sake of argunient, that it is a tux; assume fchaf, 
it is a tax, how does it violate the principles of Adzim Smith? You say 
that it makes no distinction between the rich and the poor? 

A. — ^All that I say is that it makes only a distinction against the poor. 

Q. — ^Do you know when this land tax was introduced. It wps intro- 
duced about 1800, and it is a very old tax. It has been there since the 
advent of tlie Bidtish nilo and before. On the other hand, before 1890, I 
do not think any country had a .system of graduation in its taxation. 

A. — ^Yes. We are now talking about the history. You wanted me 
to tell yon how Adam Smith’s principle of equality works, and I have 
given you the example. 
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J.ltllor til. Ill 111 .ililli!.' to p.i.' .' Olio III. ill I .111 .llfotil to loop ll/tl 
.uro» of kind: ..iiotlor m.ui i .m .ilfoiil !o loop ,oii » oj l.unl. Init, if llio 
i.itt' il tho s.uiio. tho 10 . Ill v.itli l(<i) .iiii . o| land pa' > '.o inmh. then ho ii 
H.ihlo to ni.i.nt.un th.i', l.uid, .i- l.oio .s' o tlnuo i* tho ipn ,tion of uhility 
to [i.iy. Whole.... .1 ' 111 . ill iiihi'.itor t.i'.o. ."i .loio. of hind and p.iy.i for 
it. Theiofino. I do not ipiito iolIo-..‘ in .ui ii .ue.i. wh.il you me. in hy diifer- 
oiui.d timitmeul hot-.M-.'n iho I.indloid .md tlio ton.mt. I ran under-tand 
th.it in till* pei m.meiitly. oitlid .ire.... !<ut in tho tempor.ir;ly->ett!ed aretui, 
tin' r.ite heuip, the -.inie, I do no*., quite follo'.v wh.it >011 nie.in hy diireienti.il 
fre.unieiit. 

A. — I '.v.mt to .ipply the iirini'd>h* of iqu.diiy oi i.aeriliie to the land 

fas. If 'Oil lon.idor tlii > a-, oei.di'in. leit.iinly it i> rip.hl. Wh.it 1 .'luy 

i.s that the poor cannot ji.iy tlie ..inio a. the rich. 

Q. — What you w.mt to do i.. even in teinporarily-icltled area., whoro 
there is a jiartii ul.ir el.i > of l.md "hich can he.ir . 0 much laxiiliou. rent or 
reveime, .simply hecau.u it !•. cultivated liv tlie poor man, it .^houId ho 
treated dilfeieiuly fimu tlie l.md which i. Iieiiip cultivated hy tlio rich 
man. Tiiat is .socialism ]j<ir ij-cifhiu'c. 

A. — Certainly. I w-.-mt to tie.vt all income in the .aiiie way. 

The /’r^•.'^id 1 11 ( . tj. — You do not propo.e to vary tho rato of land 
revenuo it.'.elf. hut you propo.se to introdme the element of priip,re.v.iou in 
another way ? 

A. — What I want pernianent .o-tilemeiit all lhron;ih. and then you 
fix tho land tax once for all. After that, if you have income-tax on agricul- 
tural incomes, that would i-lear fhe way. 

Dr. ICijili'r. (t. — Y'ou take the exei.e duties, 'I’liey ;iI.so work against 
the poor man. Don’t yon think that your aims aro eonlradietory? You 
want to discourage ilriiik, that is why the diitie.s aro high. 

A. — So far as tho .Madras I're.sideiiey is coneerned, Irgh iiriee.s have 
not, resulted in any .suhstantial reduction. 

The I’resltleiit . Q. — What would you lall a siilislimtial reihietion ? 

A. — The consumption has heeii all along I gallons per hundred of the 
population for many years. 

Q. — Do you know what tho latest rx-port suy.s? i\ow it is li.7 agaiii'd; 
4.2. Is it not a big reduction ? 

A. — Thero has been a riso .since then. 

Q. — Is there not half a gallon reduction? 

A. — ^But Government say it was duo to the nou-co-oporatioii movement. 
From tho year before last it has again increased. 

Q. — ^This is the Central Provinces Excise Administration Iloport. You 
will see there the rates as compared with other provinces. You will see there 
i.s a reduction. 

A. — It is in tho year 1923, but I think that w'as a bad year due to tho 
uuu-co-operatiou movement. 

Vil— 13 
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Dr. Dyder. Q. ^Is the aim in excise primarily taxation? 

A. I think that is for the Government to say. 

Q- I going to say, Government's policy is to make the liquor 

as scarce _ as possible and raise the maximum revenue possible. You dis- 
courage liquor in both ivays, that is, reduce supiilies as much as possible luid 
tax as much as possible. 

A. That was the old policy of 1914. But now I suppose the Local 
Governments are changing their policy. 

The President. Q.— If you look at the latest report of the Bombay 
Legislative Council, you will see, there was a resolution saying that they 
will adopt prohibition twenty years hence. 

A. — I think they have adopted the rationing method, by which they 
will come to the stage of prohibition"” twenty years hence. 

Dr. Dyder. Q. — We have taken land revenue and excise, now take salt. 

A. — ^You may take salt, kerosine oil, matches; it comes to the same 
thing. 

Q- — ^But you say that the taxation in this country has not been based 
on the maxims enunciated by Adam Smith. 

A. — We have dealt with the first maxim; the second is 'certainty'. You 
have your 30 yearsf* settlements, but you do not know what exactly you are 
going to pay 30 years hence. 

The President. Q. — ^You know that j’ou have to pay in accordance 
with your income? 

A. — 1 am only talking about what you are paying to Government, not 
of the profit you can get from industry. 

Dr. Syder. Q. — There is no country in which people can have the dead 
certainty of paying the same amount for 30 years : all taxes can vary. 

A. — Here your income-tax is varying from year to year. 

Q. — There have been all sorts of variations in the taxes in England 
between 1900 and 1925. 

A. — am not speaking now whether ‘certainty’ is possible or not; wo 
are only dealing with certain principles enunciated by Adam Smith. 

Q. — ^There is a greater degree of certainty here than in England. 

A. — It may be a matter of degree, but even then there is not the cer- 
taint}"^. Take the time of payment for instance : the Jcistbandi, which is 
Xiayinent of land revenue, i.s generally sxrread over three or four instal- 
ments. The first one or two instalments are always jjayable before the 
crojps are harvested. Sir Charles Todhunter, when he was Finance Mem- 
ber, told us that could not give any relief. 

The President. Q. — ^What you wanted to do was to postpone one or 
two instalments into the next financial year. 

A. — Technically whatever it may bo, my complaint is that you are 
collecting revenue at a time when people are not ablo to pay. 

Q. — If you postpone the payment of an iustalmeut from one year into 
the next, you lose that instalment for ever. 

^jXy contention is that if you collect it within the fasli year you 

are all right. 

' Dr. Paranjpye. Q. — ^Now a landlord has to pay it in four ii^talments 
at various periods: you only suggest that one instalnient should bo paid 
in the next year, i.e., you want to avoid paying one instalment this yeai. 

A All I am saying is that instead of collecting it in January, Febru- 

ary, March and April, you can collect it in March, April, May and Juno. 

Dr. Dyder. Q. — ^Would you say that the revenue from customs duty 
also weights the scale against the poor? 

A,. jlot all of them : we have onij’ referred to the necessities. 

Q. — ^Income-tax? 

A. — it will only atfcct the richer people. 



(j —Wliai .iltitui llio taxi's lovii'il l»y ilio municipality 

A. — It dopoiuls on the tax. 

Q. — Octroi ? 

A. — Wo have no octioi in this ^resiliency. 

Q. — Does iho profession tax operate ai;ainst the poor? 

A. — No; it is progro-s-sively p^raihiateil. 

l)v. /'(iKJii/p'/c. t^. — lloiC'C tax? 

— 1 ihinU i( is mine or Ic's ninal ami we have exemptions in favour 
of the poor. 

Df. ILudcr. (J.~l.ocal ccss.-' 

A. — That is ha-seil on land levenue: wliatovor applio.s to land rovonuo 
al-so applies to local covs. 

Q. — What other taxos olfend aj'ain.st this maxim of ‘ahility to pay’? 

A. — Only land tax, ihe exci.se and tlio.o t.ixos which .110 leviid on ncce.s- 
saric-s. 

Q. — WhaL would you .snlisiitute for them? 

A. — i don’t .say I would .suhsiituto anythin^j. With lOKard to land 
revenue, I have .sui^i^esud what 1 think will ho cipiitahle. 

Sir Percy 'I'homjt.'ion. Q. — Income-tax. Yon woidd dilferontiato hotwooii 
earned and unearned inconie.s; yon would also niako an allow.inco 021 tlio 
ba.si.s of the nnmher of memlier.s in a family. The dilliculty there is that it 
would proh.ihly he ncicssary to make a j^ood many iinini.sitori.al enqnirie.s. 

A . — 1 havo .said that ihere would ho some eiuinines, hut they aro not 
worse than the cmiuiries' wo aro makin;' at prc.scnt with rci;ard to income-tax. 

Q. — For the purpose of aseerlamim,' a man’.s incomo yon only deal tvith 
tho individual: when the (inostion of families tome.s, wouldn’t thoio ho 
difTicultie.s? .Suppo.so a man .says ho ha.s Id childien ami yon doubt his 
statement, how aro you yoini' to vei-ify it? 

A. — ^Tho local oflicor who makes the ns.sc.vsment can verify it. 

Q. — W^ill ho go to tho family and make tho enquiries? 

A.— IIo makc.s them ontsido: 1 don’t think tlioro will ho much dilR- 
culty in thi.s raspoct as people will ho very careful and not mako wrong 
statements. 

Q. — You say that you disagree with the present .sy.stcm of levying snjior- 
tax oil companies and that you aro in favour of fixing a licoiiso fee for tho 
companies and then levy tho income-tax on the sharoholdor.s. Jf you do that, 
isn’t there a likelihood that people who got dividond-s from companies will 
not declare them? 

A. — It is tho .s.amo thing as incomo from other sonrce.s. 

Q. — Yon would lose a good deal of income-tax. 

A. — Tho difficulty is really a balanco of two ovils : for instance, in this 
part of the country tho smaller .sharoholdors form a very largo number. 
They are entitled to being paid hack what has been collected from the 
company. So if you take the balance of convenience, it will he fairer to 
collect it from individuals. 

_ Q. — Suppose you do that, won’t you lose income-tax on tho dividends 
which are paid to people W'ho reside out of India? 

A. — ’That is a point you can legislate for. 

Q. — ^You cannot tax non-residents unless you tax them at tho source. 

A. — Anything earned here can he taxed hero. 

Q. — Suppose a registered company has all its shareholders foreigners : 
at the present moment you charge income-tax on tho profits of the company 
and leave the_ company to deduct that income-tax from the dividend it pays 
to those foreigners. Suppose wo adopt your suggestion and you do not 
charge income-tax _ on the company at all, how are you going to got that 
tax from the foreigners? 

A.~Whenever they send money out of India, you can make the com- 
pany responsible for deducting income-tax and paying it to you. If there 
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isFiSS 'Si..=. ~st s: 

Q-~~Aiicl make Iiini pay ai the highest rate? 

A. ^At the rate at which the assesses will have to pay, 

iB not'^iSuteTisTvidf’*'’ J"-”*!** 

A.— If it IS converted into capital account, they will have to pay. 

Q. — ^They don’t. 


A.— There was a Privy Council decision to the effect that what is con- 
verted into shares will have to be treated as profits, 

Q. — think the decision was the other way, 

A. — ^That cannot bo made a reason for taxing the people whom you do 
not intend to tax. What practically results from the present arrangement 
is that a large number of people whom you do not want to tax are now 
paying taxes simply because you collect from the company and those people 
do not get repaid. You cannot expect people from villages to go to j^our 
headquarters to get a refund. 


Q. — ^How many people from villages hold shares in companies? 

A.— Heaps of them; in the Coimbatore district, there are 160 registered 
companies. 

Q. — ^But who are the shareholders? 

A. — ^Mostly poor people. The capital of a company would be about a 
lakh of rupees and_ you will probably have 500 subscribers: there would 
only be few people in each company who are liable to pay tax. 

The President. Q. — ^You advocate a complete salt monopoly? 

A. — ^Yes. 


Dr. Si/der. Q. — ^Do you think yon could get good salt if salt were 
manufactured by Government? 

A. — may say that I have no idea of the quality of salt supplied by 
private companies:^ I am only speaking theoretically in this matter. Since 
the cost of production is very low, I think it better that Government itself 
should undertake the manufacture and sale of it. I don’t know anything 
about the actual working of the system. 

Tlie President. Q.~Do you live in an area where Bombay and Madras 
salt come into competition? 


A.— No. 

Q. — ^You used to get lots of Bombay salt? 

A. — No, not now. 

Q. — Which do the people of Coimhatore prefer? 

A. — ^They have been getting salt from IMadras. 

Br. Paranjjpye. Q. — ^White salt? 

— No, we get the heavier salt. 

The President. Q. — Can you give us any idea a.s to wli.at tlie number 
of measures to a' bag is? 

A. don’t know anything about the actual sale of salt. 

Q ^Do the common people in your district understand the fact that 

dutv is levied by weight, whereas the sale is by measure and, therefore, 
the more measures you get to the maund, the greater the profit of the retail 

dealer ? 


A. — ^No. 

Q, ^xf you were told that the people of your district demanded a light 

salt, would that be true? 

A. — I do not know anything about the actual trade. 

Q, You buy salt for your own consumption : what considerations 

determine your preference for one salt as against another? 

A. — ^That depends on the man who goes to the bazar : my clerk goes 
and gets it, X have no nroferenco for one salt over another. 
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Q. — Don’t yon nso wliito salt for special preparations? 

A. — Wo only purchase one salt. 

Q. — ^Yon don’t use European white salt? 

A.— No. 

Q. — that wore available in bulk in tho inarkot, would any one buy it 

A. — I don’t think so. People aro iiioro in favour of the heavier salt 
because they think it gives them better result: it is much more saltish. 

Q. — in order to make up the loss of revenue if prohibition were adopted 
you would advocate a graduated succession duty, if necessary, a tax on agri 
cultural income above Its. 5,000 and a totalizator duty. Do you thin] 
you would got from these anything approaching tho present excise revenue! 

A. — There is tho imperial .contribution also. T want a largo portioi 
of that to be earmarked to meet the loss from excise revenue. 

Q. — Suppose tho contributions wore all paid off and you started afresh! 

A. — ^That is another matter: wo have to take things as they are. Oui 
of 348 lakhs of rupees, [ would ask for about 200 lakhs to be earmarkec 
for tho loss of excise revenue, and we have to find another 300 lakhs. 

Q. — ^How will you find this 300 lakhs? 

A. — I have suggested taxing agricultural incomes : I suggest that r 
gross income of Rs. 5,000 or a net income of Rs. 2,000 may be taken as 
the exemption limit. 

Dr. Hyder. Q. — ^You would keep land revenue and on the top of thal 
tax agricultural incomes? 

A. — I want a permanent settlement of land revenue, bring all districts 
to the same level and on tho top of that put a tax on agricultural income. 

The President. Q. — ^You would extinguish all increase of land 
revenue ? 

A. — ^Yesj that will bo based more on the principle of equality of sac- 
rifice. 

Q. — ^You will still have to find 3 crores out of succession duty which 
would fall largely on landholders? 

A. — Nobody can complain. 

Q. — ^You have been telling us that the excise duty is being levied on the 
poorer classes? 

A . — T suppose others will be prepared to make some sacrifice. 

Q. — If you introduce a taxation measure, do you think you would have 
any support? 

A. — am not sure. 

Dr. Myder. Q. — These poorer classes form part of what are called the 
untouchable classes? 

A. — No; I do'n’t make any distinction between the untouchables and 
other poorer classes. 

Q. — Isn’t the excise revenue mainly derived from the \intouchables ? 

A. — ^No; the other labourers also pay it. Of course, the untouchables 
contribute a larger amount. 

The President. Q. — Have you considered the possibility of ever en- 

forcing prohibition? 

A. — ^I think it ought to be possible: America has shown the way. 

Q. — ^Has America succeeded in enforcing prohibition? 

A.p— There are some people who think they have succeeded very well 
and some others who think they have not. We only find that there are some 
other countries which are prepared to follow America. 

Q. — On the other hand, aren’t there some other countries who have 
tried the experiment and given it up on the advice of the very people who 
introduced the experiment? 

A. — ^I don’t know. I think that recently New Zealand, Norway or 
Sweden and one other country wanted to follow the lead of America. 
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Q.— Aro you aware that prohibition in New Zealand is confined to con- 
sumption on the premises? 

A— No. 

Q. — The number of liquor shops in proportion to the population in 
New Zealand is four times as many as in Madras. 

A.— I don’t know how they are working it. Before we undertake total 
pronibitioiij ^ye "will have to study all these. We are now only starting, 

Q. — ^Have you studied the official statistics of America? Would you 
accept the official statistics? 

A. — 1 have not seen the official statistics: I have only seen the statis- 
tics which appear in some of the journals. 

Q. — If the official .statistics showed that drunkenness was increasing, 
would you be prepared to reconsider your opinion? 

A. — ^If I W'ere satisfied that it was not possible to introduce prohibition, 
I will certainly revise my opinion. ’ 

Q — As regards the reduction of consumption in this province, will you 
be good enough to give us your figures? You say there has been no reduc- 
tion of consumption? 

A. — ^The official report shows a consumption of 4 gallons per hundred, 

Q. — Here is the official report which shows that there has been “a re- 
duction from 4.4 proof gallons per hundred of the population in 1913-14, 
and 4.9 gallons in 1919-20 to 3.7 proof gallons in 1923-24, and a further fall 
in consumption in the current year as compared with 1923-24.” 

A. — We will have to take all these together. If there is a fall in the 
consumption of arrack, the consumption of foreign liquor increases: in some 
places it reacts on the toddy. My own impression is that there has been no 
reduction at Sll. 

Q. — Are you prepared to accept the official figures? 

A. — ^Yes, my statement is based on official figures. 

Q. — ^You have had some endeavours made in this pi’ovince towards pro- 
hibition in the last few years? 

A. — Not by Government. 

Q. — ^Were not all shops closed in Salem? 

A. — They said that they closed them within the municipality, but just 
outside the municipality we had a number of shops. 

Q. — Haven’t yon got prohibition for the hill tribes in the Nilgais ? 

A. — You simply say you should not sell to the Badagas. 

Q. — Haven’t you prohibition of arrack in the Tenkasi taluk and in two 
or three talulcs in the Tanjore district? 

A. — In five or six taluks they have closed arrack shops, but they have 
toddy shops working. 

Q. — ^Haven’t you prohibition in the Agency tracts? 

A. — I don’t know. 

Q. — You are not satisfied with these endeavours at pvohilution iii 
directions which seem most feasible? 

— They are mere experiments and tric->e experiments have so far 
failed.' I want the policy to be tried everywhere in such a way that they 
might automatically reach the goal of prohibition, if possible, at the end 
of a certain period. 

Q_ — You say that a reclassification of the several items in the Stamp 
Act and a variation in some of the rates will be more scientific. You want 
mercantile transactions to be charged Ic'.s than others? 

A. — ^Yes. 

Q.— On tlie other hand, does not the Stamp Act date from a time vhen 
the bulk of the transactioiia were those relating to land? 

A. — Yes; the difficulty is this; if you take stamps, the value of the land 
and other things are taken together and taxed at the same rate. But 



moi-cautile Iraiisactious clian-'o as they are for short terms. Aii ordinary 
mortgage will stand for a long time, sometimes for ten or (iftcen years. Ion 
cannot charge both mercantile transactions and mortgages at tho same rate. 

Q. — Should a share transfer pay lcs.s than a morlgago on land? 

A. — I think so. 

Q. — You say that “gifts, bequests and inhcritanco should be chargod 
a higlier tax than transactions for value'*? 

A.— Yes? 

Q. — ^\Vhat sort of relation should one bear to tho other? 

A. — ^You can easily double them. 

Q . — As regards court-fees, we have a regressive grailuatcd duty. In tho 
case of suits for value, would you make it progressive? 

A. — ^'riiero again there is a conilict between two principles about tho 
achial cost of tho services you render and ability to pay. You will havo to 
put it in such a way that for tho lower amoiints, at any rate up to Il.s. 2,000 
or Its. 3,000, people should not pay (piito as much as they do at present. 

Q. — When you got to higher amounts, would you make them i)ay more? 

A. — No. For instance, in the case of land suits your classification is on 
the basis of ten or twenty times tho land rovenuo : that works a groat 
deal of iucciuality, because if land is worth Its. 3,000 or Its. 4,000, ho pays 
a court-fco only on about Its. 400. 

Q. — Even twenty times is too low? 

A.— Yes. 

Q.— Apart from that, would you make the rate on the higher values 
proportionately higher than the rate on the lower values? That is, if it is 
1 per cent on Its. 1,000, lot it bo 2 per cent on Its. 2,000, 3 per cent on 
Its. 3,000 and so on. 

A. — Somo system based on the actual time taken should bo introduced, 
because when tho amount is large, you will have to go to a superior court. 

Q. — ^AVould you have a graduated hearing foe? 

A. — Yes; a sort of hearing fee. For instance, if it is a contested suit, 
it will go on for many days, though it is valued at six annas. 

Q. — You havo a very largo oxporionco of the courts? 

A.— Yes. 

Q. — You tliink a hearing fee would bo practicable? 

A. — ^^Vhat I suggest is this; even if you do not base it on the actual 
number of days taken, on the ex parte suits you can lix it at one-third 
of the rate, money suits at two-thirds, and contested laud suits at tho full 
value. 

Q. — You would not actually impose a hearing fee? 

^ • • p . 

A. — A hearing fee will be dilKcult to work In the raofussil, because tho 
number of suits, especially small cause suits, is very groat. For instance, you 
may havo 3,000 small cause suits, and it will bo difficult to have any hearing 
fee on these 3,000 suits. It is for that reason that I suggest a differeiitiatjon — 
cx parte suits, money suits and land suits. 

Q. — Do you regard court-fees as a payment for services rendered? 

A. — ^Yes. 

Q. — ^Roughly, it should not be more than the cost of the service? 

• A. — No; it should not be. 

Dr. Paranjiiye. _ Q. — ^With regard to the court-fees, it was suggested 
to us that the services rendered are not actually the passing of the judg- 
ment, but they include the placing of the udiole resources of the State 
behind the judgment, and in seeing that justice is executed. It is not only 
the work of the judge that is involved. 

A.— Bub for the fact that thei-e is the State, I do-uot think anvthins 
can be done. ■* ® 

Q. — Therefore, the service rendered is not the mere passing of the iudg- 
pient? . , ■*. o j fa 
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• 1 "'^’i is this thing also; in our country justico was always cojl- 

sidoml to bo free. It was one of the duties of tho monarch or the king of 
tho tune being to dispense justice to his people for no consideration. So 
tliat, anything that you fix now ought not to be more than what you actually 
spend on tiio particular service. Otherwise, it will affect the deep-rooted 
sontunont of tho people. 


I/ydcr. _ Q. ^ou .say that in the old days justice was free. Mav 
1 know whothor ni the old days every man’s case could be taken directly to 
tho cars of tho RajaP 

Ilaj^ were only dmall men. There was not one European 
for tho wliolo of ludiu. And oven if tlioro was oiiO;' there were also the 
sinuller Itujas who would ordinarily dispense justice. 

Q. — ^^Voro there appeals against their orders? 

A- riioy had their own way of doing justice. No dcuht, tho system 
has ciiangcd now. 


Ihc I rrxulunt. Q. — AViLli regard to registration fees, don’t you get a 
service heside.s tho moro writing of the document? Proof of title, for 
instanco? 


A. — Yes. 

Q. — If you aro to go to a lawyer as in England to have tho proof of 
title established, it costs you moro. 

A. — have no idea what they charge. 

Q. — Is it not right that when the Government performs a service of 
that sort, tlie^’ should charge a reasonable amount for it? 

A. — They are doing service; and for that service, whatever they spend, 
let them take. I do not want that Government should be out of pocket. 

Q. — Should the;^ nob take anything for enabling the particular indivi- 
dual to prove the title? 

A. — What they spend, let them tahe. Do you want to have some profit? 

Q. — ^Yes. 

A. — 1 do not think that Government should look for profit in these 
things. 

Q. — ^It is a duty on transactions. 

A. — If you view it iu that light, it is_ altogether different. For instance, 
there are some who want to have taxation on litigation. That is quite a 
different matter. It is introducing a new thing altogether. But as circuni- 
stauces stand at present, I would say that Government should not make any 
profit. 

Q. — ^With regard to land revenue, you have already told us that your 
plan would be to standardize the existing rates and make them permanent 
and impose income-tax on agricultural incomes. 

A.— Yes. 

Q. — You say “The present system leads to inequality for various rea- 
sons, one of them being the average taken of the prices^ ruling over different 
periods”. Have you facts to show the inequalities? We had_ some 
figures given by the Board of Revenue which indicate that there is not 
much valuation. 

A. — I have not brought the figures here, because I thought it was an 
admitted fact. 

Q.— But the Board of Revenue takes the other view. They say that 
there is no material difference. 

you see the settlement reports and work out the thing, you will 

find it. 

Q. — That is what they have done. 

A._If you take the average prices in the settlement repoiffs, you ivill 
find there will be difference. That is natural. 

Q. — You say “I will leave the imposition and collection of land, revenue 
(in towns) to the local authorities”. 

A. — am against duplication or triplication of agencies. 

Q. — Can you depend on the local authorities to impose _ a sufficiently 
heavy rate? May we take it from you that land in towns is one of lo 
sources of unaitii is at present exceedingly lightly taxed? 



nuot ahrays say that. In some places it is uoL at all really 
For instance, in some places tlioro has been a grievance with 
ground rent that has been fixed. 

10 cases there may bo ground rent and in otlicrs there is 
hat is wliat I say, 

0 you leave it to the municipality to cliargo a big rate tliat 
the whole thing. Could you depend on the municipality to 

the Government has to do it .sometimes. And oven the 
imot impose a high tax all in one lump. If the increase is 
' have to give up part of it and municipalities are no excep- 

n, as one having largo experience of municipal taxation, 
n the Government retire from the taxation of land in muni- 
10 municipality would increase the rates? Or would they 
b to tlio rate-payors? 

1 a tax which goes to the local authority itself, no doubt you 
them, becnu.so it will have to find money for its own ex- 

t if the tax is to bo collected on behalf of the Govornmoiit, 
iimiot expect the municipality to do that sort of work. 

’oposo to pool all toll income and distribute it on the ba.sis of 
•oads ? 

i is for tbo purpose of avoiding the ditficulty of having loo 
or instance, every' municipality wants to have a toll gate and 
you liavo got miuiicipalitics within a few miles of each other, 
•econtly some difliculty with regard to Saidapet and 
pnlities. 

3 U abolish imiuioipal% tolls? You have got carriages inside 
limits wliich pay a tax to tlio municipality, and you won’t 
oming from outside the municipality and using the municipal 

’ largo portion of the roads is maintained by the local board 
5 municipality, 

ipoakiug of the roads inside the municipality. Suppose you 
iiicipal tolls? 

•our carriage tax will bo a luxury tax. 

10 man who kept the carriages just outside tlio municiual 
)t bo liable to the carriage tax and ho will bo able to u.so the 

10 toll. 1 

hat will bo the case. 

11 the people with carriages will move their establishments 

nicipality- 

There is a sort of confusion. It is partly a tax for using the 
.ly a tax on luxury. A man who can afford to keep a motor 
t is taxed for keeping it. 

k the difficulty about abolishing the municipal tolls is, as 
cited, making it free for people coming from outside. 

lot think there will be any real difficulty'. 

Q. — ^Iii other parts of India you don’t have these toll 
' is it that the municipal bodies in the Madras Presidency 
[) their roads without them? 

icome from tolls is a very large amount bore. 

lent, Q. — ^In other i>arts of India you have the octroi. 

Y be. 

. Q. — ^Tlie octroi replaces the house-tax. We do not have the 
Northern India, whereas here you have that tax. 

not know much about that. 

lent. Q. — ^You say in rural areas objection is taken to pro- 



authority may first detemiiue what amount it shoukl raise in oUnno 

J a';r 

with the pieparation of municipal assessment lists. 

put to agncultural uses. Tins null encourage building operations increase 
SxigSted^toin^”'^ problem of housing in 

Sir Percy Thompson. Q.— You say that "the experience of the tax on 
companies introduced by the Act of 1920 has, however, not been quite 
bappy, especially in local board and municipal areas outside Madras city". 
Is there not an alternative which in effect is to charge income-tax at the 
rate of about 2 per cent on the profits made actually there? 

A. — It is only in cases where there is no head office or a branch office in 
a place that that alternative will apply. 

Q. — I mean the branch office can adopt that alternative if it is only a 
branch office? 

A. — No._ You will please see in page 141 of the District Munici])a!itic.s 
Act: "Provided^ that any companyj the head office or a branch, or prineij)al 
office of which is not in the municipality, and which shows that its gro.ss 
income received in or from the municipality has not in the year immediately 
preceding the year of taxation exceeded " 

Q. — Then if there is a branch in the municipality, it is ihargcablo 
on the paid-up capital of the whole concern? 

A. — Yes. ./ 

Q. — ^You say the basis is the final income, is it not in practice going to 
be a surcharge on the income-tax? 

A.— Yes. 

Q. — Will the Government of India allow that? 

A, — They have agreed to the companies tax. 

Q.— Companies tax is based on the capital of tlio company; it is different 
from the income-tax, 

A —It is a question of aUoration in the wording. In tiio case of pro- 
fession tax they iiave agreed to the basis of the income. Tho next rn'o 
will show that. 

Q. — They have never liked to introduce a regular surchargo on ipcoine- 
tax in any case? 

is a 
^ 11^1 

would not aHow it to go into the Act at all. 

The President. Q.— Is there any case you know of where tho l.etter- 
inonL tax has been levied? _ 

A.— -It has not been levied anywhere. 1 think a betterment tax ba. 
been" settled in the towiv-plaiuiing scficnio of Chittoor. 

n— \fc tho end of your written momoraiuimn you say tliat you would 

ot ‘’ay 

eXtirs "o'tSo CVuMil, woiiW it not l.f l.uUlns tlntt „ni»r ,n .. v.-vy 
‘"'■‘t'snit 1,0 it not a„„on.lont ti.y voto oI . 1,0 loc. S', L i, 

all right. . ... 

0 -Would YOU apply the .sanic principle n, tin 
tion, whore he i.-> to some extent dependent. 



t'iv.e of .\fadray Corjicra- 


A.—Yc-s. 

Q.— Won ill you 


dlow an appo.il.^ 


A.-— 1 think there is an appeal to tin- 
there is an appeal to the .'4mall Cau.-is tmirt. 


ding C’liuuuitli'e .igani >t v 


>ln* b 



m 


Q. — ^Tlio result has heou that the provision has boon ronderod nugatory? 

A. — Jly oxporieneo of tho ^Madras Corporation has not l)cen much. 

Q. — ^^Vould it not ho much simpler to havo tho appeals direct to iho 
Courts straightaway or to tho Collector? 

A. — 'fhat would ho altogether divorcing tho local authority from 
iissessing. 

Q. — fn most of tho democratic countries tho asse-ssment Is done hy 
permanent oliicials who are not responsiijle to tho Committco. 

A. — T think as an ideal, it would he tho correct thing to do. 

Q. — ^'I’ho function of the elected l)ody with regard to policy shrmld ho 
quito apart from the administration side? 

A- — I think so. 


VJI-47 
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21st May 1925. 


OOTACAMUND. 

Present: 

Sir Chahles Todhunter, k.c.i.e,, i.c.s., President. 
of 'Bm-S!'”' 

Sir Percy THoau'Sox, k.b.e., c.n. 

Dr. R. P. P.VRANJPYB, 

Dr. L. K. Hyrer, ji.e.a. 


Sii* T. DESIKACHABI, Kt., President, District Board, 
Trichinopoly, was examined. 


Writted memorandum of Sin T. DesiJcachari. 


Local taxation. — During tho past fiftceii years I liuvo boon oonnectvd 
with local adrninistratiou a.s chuiriuaii of a nuinicinality or pro-sidunt of a 
District Board, I don’t prcsunio to deal witli local linanco or taxation jo 
a iihilosoidior or student. Such views as are sot down in tlii.s stateinont 
have been suggested by the problems presenting themselves for solution in 
the iiractical administration of local affairs. It is not easy to draw a .sbarj) 
division between tho spheres of tho central and local authorities. Thero is 
hardly a sphoVo of local activity in which it may bo definitely prodic.iled 
that soino forms of oxpendituro aru matters of general importance to bo dele- 
gated to the central authority and others are but of local importance, f.ocal 
adininistratiou in this province covers a variotj* of national ami .semi- 
national services wiiich by tradition, if not by tho exigencies of ])ioviuci.il 
fmaneo, have been committed to the care of local bodic.s. Suhsitlics iroin 
provincial rovomio havo in tho past been made on no defmili', intelligible 
or uniform standard or nriiicipio to miablo local bodic.s ius bc.st a., tbev 
may to carry on their wori;, f shall set down tiio jncivi.sions of the exiting 
law regarding local taxation in order to indicatu where ue havo been 
drifting from tho fifties of tlio last century up to the prc'eiit d.ite. 

2. Under tho Madras City Mnnici[>al .\ct, IV of lhl!>, the (’orpor.(ti*i!i 
may levy — 

(a) a property tax, 

(h) a tax on companies, 

(e) a profe.s.sion tax, 

(d) a tax on carringe.s and animals, 

(o) a tax on carts, 

(0 a tax on timber bronght int<i ilu* i ity, 
fg) tolls on vehicles ami aiiimuK v-ntering the < ity, ami 
ill) a dntij on in tain hon^jns of in Ih/- nn 

ndditiouid stamp dtii;/. 


Tlio property tax, ahich >b.ill In* levie«l at a t oiiiolitb.ii d rale tat ,iU 
liiiiIdingH anil hiiul.s within iho city s-ivo tim e exemptt.l b> or mo. .-r the 
\ct or aiiv other law, shal! comprive i.t) .i u.iter ami tlfaiaa.-.o t.ix, a 
lighting tax ami fe) a lax for gciiet.d purpoa >. 

.Subject to the provision, of the 'at imn l<r2 the j.f.g-. rty Sax b id b' 
levied at lAtc.; IiXihI at },rrccnla<irt of inr auniuil to, a- niuH oo i 
iiujs such r.ito being ,Irln mini’ll ha Ihi' < •tonrti. 

For tho pnrpo.e of ;i..evdng the pruj.erty l.vx, tie' aouu-d i-vSm- >1 
hpilditig or l.iml shaU la,* deterndm,! hf f'.'* / m ki .an , 



Bo far as tlie duty ou transfers of property referred to in clause 
(h) above is concerned, section 135 of the Act prescribes a method of assess- 
ment of duty on such transfers. A duty on transfers of property shall be 
levied in the form of a surcharge on the duty imposed by the Indian Stamp 
Act, 1899, on instruments of sale, gift and mortgage with possession of im- 
movable property situated within the limits of the city at a rate not exceed- 
ing 2 "per cent on the amount of the consideration, the value of the property, 
or the amount secured by. the mortgage, as set forth in the instrument. 

3. Under the District Municipalities Act 5 of 1920 — 

(1) every municipal council may levy (a) a property tax, (b) a tax 
on companies, (c) a profession tax, (d) a tax on carriages and animalsj 
(e) a tax on carts, (f) tolls on vehicles and animals entering the municipalityi 

(2) A hill station municipality may also levy a tax ,on servants. 

Under section 79, with the previous sanction of the Governor in Council 
and the Governor-General in Council, a surcharge on income-tax may be 
levied in lieu of the tax on companies and of the profession tax in respect 
of certain classes of persons liable therefor. 

A tax on persons entering or leaving the municipality by railway may 
be levied by the council of any municipality which is resorted to by pilgrims. 

The property tax is levied on buildings and lands within municipal 
limits and comprises water and drainage tax for expenses connected with 
the construction, maintenance, repairs, extension or improvement of water 
or drainage works. 

The lighting tax provides for expenses connected with the lighting of 
the municipality by gas or electricity; the railway tax should be used for or 
to further the extension and maintenance of railways. 

The assessment of property is based upon the gross annual rent at 
which the lands and buildings may reasonably be expected to let from month 
to' month or from year to year less a deduction of 10 per cent of such 
annual rent, and the said deduction shall be in lieu of all allowance for 
repairs or ou any other account ivhatever. If the gross annual rent of 
buildings of a class not ordinarily let cannot be properly estimated, the 
annual value of the premises is deemed to be 6 tier cent on the sum obtained 
in a certain manner on the estimated cost of the building. 

Section 84 relates to general exemptions and alternative basis of taxa- 
tion. A property tax is a first charge on the property and payable by the 
owner of the assessed premises. 

Under Madras Act 14 of 1920 Local Boards Act, a local board can levy 
the following taxes : 

(i) a land cess being a tax on the annual rental value of lands, 

(ii) a tax ou companies, j 

(iii) a profession tax, 

(iv) a tax on houses, and 

(v) tolls on carriages, carta, palam^uins and animals passing along 
public roads or persons passing oyer public bridges. They can also levy a 
jiilgrini tax as in the case of municipalities. Under section 166 of the Local 
Boards Act, the District Board can levy a fee in respect of motor vehicles 
plying for hire. 

4. Under the Madras Elemeutax-y Education Act, a further cess is 
leviable for the purpose of eleixxeutary education to be atlded to the district 
Education Fund. 

5. In addition to these taxes, the ultimate unit in the administration 
of rural affairs, viz., the Village Panchayat, is authorised to raise a number 
.of taxes by section 15 of the Madras Act 15 of 1920, and there is a schedule 
annexed to it relating to callings, trxides and professions which can be taxed 
which includes document writers, stamp vendors, law agents, priests, 
purohits, archagas, and hakims, indeed every occupation known to an Indian 
village. 

6. So far, therefore, as taxatioxi in local and municiixal areas and vil- 
lages is concornod, there is no possibility of adding to the taxes which could 
be levied under statutoi-y powex's, and I do not think that any further 
axlditions ixecd bo made to the schedules contained in these Acts, which, in 
my opinion, already give sufficient scope to local bodies for taxing every 
available source possible. 
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11. IL i.s no o-'viigi^oration to .-say tital tlio .Indian n.'itiun livo.s in iho 
village. Villago sanitation, watei-.supply and conininnication.s aro vory 
much neglected. If ee.sses are collected Iroin each villago Iho villagor.s expoct 
somo henctiL to reach their village. To organi.so villago panehayal.s and 
einnower them to levy raie.s ol an illiiMiry natnro doe.s .seem to entail hard- 
ship. 

Union Hoards in many ea.se.s (ulieio there aro not llonrishiiig niarkelj) 
are not raising sniiieient funds in the shape of taxes on houses or other 
property in union limits to meet the cost of eslahlishnient, lighting 
and scavenging. .Many of them have to horrow from the district IJoaril. 
Taluk hoards after taxing themselves to the fullest extent are not in a 
position to make both ends meet, so much so that taluk roads liave often 
to be taken over by the District Hoards. 

District Hoard.s thumsolves arc not, even after raising the taxes and 
tolls they are emi»owered to levy, in a position to Ictep even first and second 
class mails in orilor. 

TJ. While local taxation has reached its ultimate limit, the resources 
ot local bodies are thus not .idequate in any ease to meet the demands ot 
the sei'viecs expected from them. 

'I’he framers of tho Lot.vl Ho.irds .Vet, in view ol the obstacles besetting 
the e.xpansion of local resources inserted in .Schedule IN ot tho .Net, llio 
provision enabling the Loc.il Government to (a) traiisler annually to District 
Hoards a share ol the excise revenue collected in the districts and (b) make 
sucli Ollier rceiirriiig and iioii-rcciuring .subsidic-s as they think lit in aid 
of the funds of all or any ol the local liodics. In .Nladr.is a siirehargo upon 
tho stamp duty leviable in cases of certain traiisler.s is provided lor. In 
mofussil munieip.dities a surcliurge on income-tax m.iy bo levied in lion 
01 tlic ta.x on companies, and ol tho prolcssion tax in respect of certain 
classes of poisons liahio therefor. If local rovenno has to bo developed 
it must bo by surcharges on the excise revenue and tho income-tax and not 
1 ) 3 - increasing the Inirileii on land, nor b^- imiiosing a tax on profe.ssioiis or 
amusunicnts. 

13. in nniun and municipal aieas the existing anomalies in land taxa- 
tion must be removed and local bodies .should he ompowered to collect a 
consolidated rate on all lands situated in tho union or rural limits on a 
uniform and intelligiblo standard. A tax collected bj- tho Crown by virtao 
nf its prerogative on a particular basis and a rato levied bj’ statutorj’ 
authoritj' by a local body nndor a dilferonl st.indurd of taxation, while 
throwing an uiiduo bunion on tho Jandoivnor, deprives the union and ninnici- 
palitj’ of tho full mcasuro of tho taxable capacity of tho propert.v within 
thqir limits. Tho value of land in union and municipal limits increases 
quicklj', and the.so bodies mast bo in a position to reap tho result of tho 
improyemonts elfceted by them by assigning tho land for terms of years and 
realizing a proper ground rout. 

14. Tho annual value of houses in municipal and union areas includes 

both site value and building value. Hates fall on both site and building 
values and aro Jiot imposed separutelj'. Quinquennial revisions of tJio 
municipal property tax tap only so much of tho unearned increment ns 
expresses itself in annual value. Tho li'inancial llelatious .Coimiiittco (1920) 
in dealing with tho taxation of unearned increments observed as follows: 

“The problem bristles with practical dilliculties, but we aro convinced 
that the accoptaiicc of a tux on imoarncd increment by tho legislature 
and its practical application by local bodies dopoiid on its being undcr- 
standablo i.n theory and workable without diflieulty in practice. NVo can- 
not attain absolute accuracy iu valuations or absolute equity as between 
individuals. NVo must be content with abstract justice.” 

The scheme sot out in paragraph 182 of the Committee’s report 
attempts to solve tho problem of taxing unearned increment. Though fcho 
Committee were equally divided on the question of committing themselves 
definitely to the acceptance of the scheme, they wero unanimous in recom- 
uieuding that the points and proposals embodied in tho scheme deserved 
to be investigated in detail. 

A duty on transfers of property assessed as provided in section 135 of 
the City Municipal Act, if imposed by union boards and mofussil munici- 
palities may in some measure tax “unearned increments” on land within 
their jurisdiction. 



be leVk?fu‘thof part .boulj 

the burden of the tax ou^to the occupied?” ' ^ ^ 

Taking land cess first: there is no call for shifting the burden to ‘to 
occupier or lessee. Xu practice, lease-deeds fix a rent -Inse.l ni. ‘ 

and cess payable by the lessor to Governniont and the local body I’ubllc 
opinion, as already noted, is against the increase of the burdo,^oJl 1 S 
and the local legislature has accordingly limited the cess that coukl be 
raised from land as road cess or for local beneficial purposes. If periodic^ 
lesettlements raise the land revenue, the income of Io4l boards ^frau the 
cess lb pioportionately augmented. As rent recoverable by the lessor from 
the lessee tvill adjust itselt automatically in existing conditions in India 
thnand^cesr^"^ legislate in the matter of the occupier of land bearing 

The transfer of the burden of local rates on houses from the owner to 
the occupier seems again to bo unnecessary in India. Most houses in 
rural or semi-urban areas as in union boards are built by the owners them- 
selyes and not by any “building landlord”. Even in urban areas as those 
the limits of most municipalities, it is difficult to secure occupiers 
willing or desirous to pay anything like a reasonable rent. Owners of houses 
Hud that tenants prefer to live in what are called “Stores”— cheap tene- 
ments — than occupy well built commodious houses carrying a reasonable rent. 
If the tax is imposed on the occupier, in existing conditions, more insanitary 
hovels and undesirable congestion will be the result; while buildings con- 
structed by owners at great cost ivill not fetch anything like oven a moioty 
of the jiroper rent assessed on the cost of their erection. As things are, 
occupiers bear a fair portion of the incidence of the property tax. There 
is no possibility of making them bear more of it. On the whole matters 
may bo best left to adjust themselves, as in this iirovince building opera- 
tions are carried on almost solely by the owners. In rural areas vacant 
houses very often do not secure an occupier oven without rent, and excejit 
in some inunicipalities the supply of houses exceeds the demand. The i.ax 
on buildings on the gross value of the houses levied on the occupier throws 
the incidence more on the occupier than on the owner. Occupiers in this 
province willing to face this burden are rarely to bo found. My answer 
to the second part of the question is that the owner should bo loft to shift 
the burden on the occupier gradually. The property tax is thus made a 
first charge on the propertj' and pajmble by the owner of the as.se'jscd 
liremises under section 81 of the District Municipalities Act. 

Xt is not useful to institute a comparison liotweou England and Xiulia 
in the matter of the burden to* be borne by occupiers or in other matters 
relating to local self-government. Local authorities in India have for a long 
time been relegated to the background. It is only from 1920 that they have 
been accorded some share of autonomy and are recovering from traditions 
which made them render national services without self-rcliunco or independ- 
ence. Local rates adjust tlien)selvei> according to historical as.sociations and 
political traditions, and local bodies in this country did nob gain the .strength 
to enforce local rates bearing a particular incideuco on tho occupier, nor 
have tho conditions of the occupier and the demand for hou.-,es from him 
over been such as to enable local bodies to tliink of .shifting burtleii of local 
rates from tho owner to tho occupier. 


[ have already shown that the property tax is utilised for servi<cj 
which in many cases ought to bo borne from tho ppvmcial reveiino. / imvo 



dofensiblo fi 

(UrCCS illdiv;ai.v;ii i-v. — .1 • ... 

practice i>o .so exploited a.s to bo benelicial m augmenting their ic-mirtvs. 


■sources indicated to them defensible front tl‘ab .sUuidimint could n<U m 



SIS Uterb^ing py^fotwd C; mtd tlirough local bodiy. .U pre-^tt 
oven bridges on trunk roads liavo to bo constructed out of Uituh 
buted partly by local boards, as for instance, m the coiutructicm cif t.tojO 
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ItSSI ‘ ^ SiS‘i° oVo“ei“C‘; 

tion foi the maintenance of the revenue staff in its existino' streneth if 

mateWn^^l thereof refuse to discharge the duties which they deenied^gith 

cofloLi ^ tnlff pi;esidents of local hoards were officials. The 

‘ ?eveime st^ff ^ Tf +V,'f duty of the 

leveuue staff. If the profession and companies taxes have to be collected 

economically, the revenue staff must be employed to do that work. 

In municipal areas the work of assessment and revision must be done 
oy agency which is not dependent for its creation or continuance on the 
votes or the assessors. In the City of Madras Municipality Act the annual 
value or_ a building for assessing the property tax is determined by the 
Commissioner, the rate being fixed by the Council. 

^uties on inheritance and succession . — ^I agree that these duties should 
be the first ^ among those to be considered in the event of new sources of 
taxation being required to replace old sources that may be condemned. 
Something like the duty on inheritance is now levied at varying rates in tlie 
shape of fees under Act VII of 1870 on probates and letters of administration 
under the Indian Succession Act, the Hindu Wills Act and the Probate and 
Administration Act, and on certificates under the Succession Certificate 
Act. The broad effect of the existing legislation is that except as regards 
Hindus, Jains, Sikhs and Buddhists in Lower Bengal and in the Presidency 
towns, Hindus, Muhammadans and Buddhists are outside the compulsory 
effect of the Probate Law. Indian Christians have been treated in a special 
manner in being allowed to take out a succession certificate for the collec- 
tion of debts instead of obtaining letters of administration to the whole of 
the estate in a case of intestate succession. 

There is, however, nothing to compel a heir or legatee to go to Court to 
obtain letters of administration or probate or succession certificate if they 
can get in their assets and administer them without the help of the courts, 
even in cases to which the abovementioned legislative enactments do apply. 

It is only when money has to be recovered by suit or where stocks and 
shares and insurance policies are concerned or the right of the heir, admini- 
strator or legatee has to be asserted in, and recognised in a court that 
resort is had to the procedure prescribed by the Acts above referred to, and 
court-fees are collected under Act VII of 1870. 

The amounts thus recovered as fees are really taxes ; the work done b.v 
courts in granting certificates, letters of administration and probate is very 
little, and it is rarely that applications under these Acts are contested. 

The Civil Justice Committee, in dealing with the necessity of having 
before courts genuine testamentary instruments and preventing oral testa- 
ments, observed as follows ; 

“Wliether probate of such wills when made should be compulsory or 
not is a further and a much more difficult question. Unfortunately, when 
we come to consider whether probate of such wills should be made com- 
pulsory, the question of law reform meets a question of finance, taxa- 
tion is a matter beyond our province, and it is no concern ^ 
advocate that any estate be burdened with additional taxation. We «« 
think that any extension of the Probate Law would have much chance of 
Svourable consideration in any province if it he regarded as a 
forerunner of serious additional taxation. The incidence of the couiLree, 
wMch we may refer to as probate duty, is controlled by diverse considerations 
wbicb lead in the end to considerable. anomaly. There is necessarily a coii- 
Sderable inequity in any system which exacts .probate duty m the case 
of a will hut not in the case of intestate succession. _ We appieciate, tboi^- 
fore the difficulty of the financial question. Considering the matter entirely 
S'lCinSreS of tbo adimnistration of Ia,o. .t ojpea- to >g; >«'™« 
to be a pitv to rule out an extension of the piovisions ot the Hindu W ills 
Act to provinces outside Lower Bengal for purely financial reasons. If Bm 
financial difficulty can, in any reasonable way, he accommodated, no thiiib 
that it is worthy of consideration whether to enable a. proper probata system 
to be applied to^Hindii Wills generally throughout India, sonio 
might not be made as regards probate duty, according as the testatoi hftd 



(li'posiKnl Jlu' will in his liu-tinio with tho rojuslrar <*r ri'j'istortHl it undnl- 
thu ro^isir.vt inn law or had oiniitoil to tahi* idtlior of iho.so prorantion.s. Wo 
do not lliinK it is advioddo to insi,t upon tin* roj'ist ration of wills or tin* 
coinpnlsory deposit tlieieoi with the n*;;istrar. Imt to I'lironraf'o deposit or 
1 ej^istrat ion won!<l Ik* iiij'.hly tt’Oinl." 

Tho hositation oviinod hv tho ('i\il Jn^liio ('omnsittoo in nnoonditionall 3 * 
roooinnu-iniin;'. tho adn:i>^i m to pt*iliato 4ii all wills within a roasonaldc* linio 
attor tiioir 4*\o;'ntion is li.ood on thv* <tppositi<jn l(» an 3 ‘ tnoa-siiro whioh ina;r 
iliiootly or inditoiiiy h-ad to taxation. Vot tho law w* to wiil.i i.s in the 
Hindu I. aw. as it is in tho ('ointmia .ind t'ivil Law a luto addition. Tin* 
■'fowtii of tho tostatiionlary nowor dopoinhsl tipon tho doitroo to which tho 
contiol of tho ti'stalor ovor lii. pioiwrty w.is adiniltid. 'I'ho o.xtont of tho 
tost.inio.’!lar,v po\wr rotjisponds with tho .tmonnt of control that an owner 
may possess in ;d'inj; it .iw.iv in specie .i. in tho c.i o of hi.; .sojiar.ito or ..ol:- 
atnniii’d proiioity. No inlo oi Hindu Law will ho loiitravoncd hy inahiin: 
prohato lomimlsoiw in tin* ca c. (>t .il! will, .md tin* »'.\tonsion ol tho Hindu 
Wills Act to .110.5. not within it* opoi.itioii .it pic, out. .Mnh.tinmad.in 
wills will ho hut jiaiii.illy v.ilid. Tlmy louhl ho .nimitloil tci jirohato t<i tho 
oxti'iil of their v.ilidit_v under tin* .Muh.iinnunhui L.iw. There will In* litth* 
ditliculty in pi ai-tic.illy .nliuinist*’rin;'. a t.ix'.itivo : choiiio :.o f.ir as tivsia- 
nientary simos..ion i* i om m noiL Wh.it i. iolhoto‘l a.* .i Ic** now under the 
t'onrl-lin-s Act. .uni is in my opinion ii-.illi' ;i t.ix. m.iy he levied . 1 * a ti.\ 
and (olloitinl liom e l.it** uhi*'h i. tin* aihjin L of ti' st.imont.ii y ilovlss'. 

Hnt wills I *•,;!, sli’i cd or <h|iosil*ii with tin* lo/.isti.ir dnrin|.t tho lilotin.o ol 
tin* ti-st.itor must lie <liltoi<-nti.ilod tioin then* whioh am not. 

’I'ho coiisiiii'r,itio!i * :ipp!io.ih|e t<i iiit*'st.ite su* ( *-.ssion s att*, h'lWoVor, moro 
coinplic.itod. Ho.il dillicnliy will hs- o\pci ioin i *l in tho .apidie.ilion of thi* 
prineiplos of inherit. nno t.i\.iti*in to c.i ,* . in M.d.ih.ir .ind Ivanar.i when* 
jmrtilion is not .illo.u'd, ami tin* i<!*' i of Indrdiip wonhl ni'vor pro.i'iit ilsisif 
to tho mind of anv ir.omhcr <ii tin* f;imily .ind to joint Hiinln f.imilio.s 
ttovornod hy the .MitaUsh.ir.i [,.iw. Anv praoticalde moasitro of ta\;ition 

nnist, exempt fisim it » scoin* snoh I am imt in favour either of a tax 

on tho sinuo whioh dovtilvlii;: l>v stti vivoi .hin an tmont * tho .shat os of ollu'r 
momher.s of tho f.imil.v, nor ot .in\' t.ix on tin* whido propi*rt,v on tho do.ith 
of each manai'intt momh**r. In the former (sin* thoio is no .siicco.-sion. in 
the latter ease the .snyp.ostion is orndi* ami nnenfoieihh* in praetice. Lvery 
family need not h.tvt* a manav.**r; thor<* is nothine anaiii.st theie hoiiiit; 
mure than one manaj^intt nn'inher. and all the tnoinher.s of a family may hu 
aetnall.v m.ina; 4 inf^ their f.imily dividiii;; their duties mcordiiif; to the iiatnm 
of the hu.siness to he transaet»*d or the loe.it ion of the property to ho 
manat'cd. 

[ .should prescrilK* Hs. .j.OOO a.s the exemption limit in India in ease.-; 
othur than those dealt with ahov**, whieli have to he totall}' excmiited if 'in.v 
inheritance dutie.s must he levied. 

Qfj. IdS, 1:59 and TIL — On uhslract jirinciide.s 1 ina.y he willin;' to stth- 
•serihe to what i.s .set out in Os. TtS and Li'J (1) and (*J). Unt I have already 
indicated tho exemiitions wliioii .should ho provided for in India. Kveii 
Indian Christian.s who were lout; .snhmitlinfi: to the statutory provision.s of 
the Indian Buecession Act had to ho aceorded special treatment. Unehanj'- 
iiift rate.s may he levied in order to .‘.eeiin* eipiality in tho distrihntion of 
thi.s burden. Unt in India they eannot cover the' whole of the economic 
community roprc.sented hy the nation. 

Tho graduation of taxes according to the three prineiple.s roforred to in 
Q. 1:58 conld ho applied only in eu.se.s to which tho Hindu and Aluhammadiin 
Law.s of Suece.ssion do not atiply. Tho rationale of sneee.s.sion amongst 
Tlindu.s and Muhammadans cannot he eanva.s.scd or altered hj* tho formulation 
of any .sehomo of fi.scal taxation. Tho tradition is so long estahli.shcd that the 
personal laws of tho diverse eomniunities with varying religious lioliofs 
.should he respected that it is extremelj’ inexpedient to attoinpL to interfere 
witli them hy a taxative inea.snro culculatod to up.sot tlio tradition. 

Aloreovor, court-fees have been so far levied in cases wliicli came up 
before courts. Tho payment of .such court-foo was onahlcd to ho enforced 
where and when tho aid of law eourt-s heeamo necc.ssari’. 'I’his is the broad 
result of tho existing legislation hearing on probates and letters of admini- 
stration. To compel the payment of tliese duties a laxative law onij- 
by soino proportion of tho w’holo nation must engender tho feeling that 
there is an unjust differentiation in tho levy of tho tax. 

VII--48 
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G^psi'ience^ movable property other than stocks and sliares escane 
liability to pay the court-fees on probates and letters of administration. 
Nor do I see how they could be successfully taxed by any. law of duties on 
inheritance, ihe staff to be maintained to do it will cost more than the 
resultant benefit to _tbe State. There is too the fear of letting loose on the 
fiubnc an inquisitorial and harassing agency without corresponding accretion 
to the public revenue. 


Where real propertj' is concerned, the valuation of the same pre.s,ents 
no little difficulty. The valuation for court-fees, suits valuation and stamps 
must be co-ordinated with that for the death duties, if any, which mav 
have to come out of the property. 

Considering the subject from every point of view it appears to me to bo 
not expedient to levy a tax on inheritance and succession except in a 
qualified way on legacies and testamentary succession. 

Oouvt~fees . — The problems relating to the levy of court-fees and tbo 
valuation of suits (under the Court-fees and Suits Valuation Act) loom 
prominently in the prevention of laws* delays by devising some rational 
method calculated to curtail second appeals. Suits relating to land of the 
value of nearly Es. 20,000 have to be hoard by District Miinsif whose 
pecuniary jurisdiction is Es. 3,000. Money suits and suits relating to urn- 
perty assessed at a market value of Es. 3,000 very often heard and decreed 
ex-pnrte are placed in the same category as suits for injunction relating to 
such property. The former class of suits occupy but a few minutes of the 
presiding judge’s time, whereas the latter occupy da 3 *s or weeks of the 
court’s time. Something must be devised to distribute the burden ncconl- 
ing to the benefits rendered. The tendency is, however, to make feo.s .serve 
the purposes of taxes. This must bo deprecated. The complaint in mo.sfc 
lu’ovinces is that court-fees are collected disproportionately to the boiiefils 
received from, and services rendered by, courts. 

Stamps . — Tn India the penalty levied on unstamped or iBi.sufficjcntiv 
stamped instruments has always struck me as unduly hard, fa trade 
accounts maintained in the mofussil, as they 'are now and arc bound to be 
for a long time to come, acknowledgments of probative value Iiave to be 
accepted in evidence by a straining of tlie provisions of the Stamp Act. The 
Civil Justice Cominitlee has recommended •writing and registration in many 
transactions not requiring writing now, like partitions, releases, .surromIpr.s 
and maintenance agreements under the Hindu Law. But once a transac- 
tion requires writing uiul registration, the stamp law will bo invoked 
for making them legal. Tt is unjust to engraft a taxation law on iinv 
measure of legal reform for providing for certainty of title or reduction of 
oral testimony in proof of transactions coining \ip before courts for adiudic.i- 
tion. Tn readju.sting stanq) dutie.s thi.s consideration of public polic.v has to 
bo borne in mind and transactions not hitherto requiring writing and 
registration must bo dealt with so as not to ponali.se or tax measure.s for 
placing evidence of an indubitable kind before courts. 


Sir T. Desikacliari gave oral evidence as follows ; — 


The j^resident. Q. — ^You bavo been a.s.socjalcd with local bodicn and 
municipal administration for a good man.v years? 

A.— Yc-s, Sir. 

Q You bavo been a Member of the I.egislative Council for a coiKside- 

rable time? 

A. — Ye.s. 

Q. You bavo Iicon a Jfombor of tlic Civil Jn.stico C’oimniltce? 


A. —Yc-s. 

Q. You have boon good enough to send n.s two noic.s one on loc.U 

luxation’, and anutlu*r on 'inboritance . 

A.--I must apolugiso for not having boon able to J''*’.;; 

to tbo (pio.suonnairo as i was vyry busy .wl"'» I 

after louring with tbo Civil Justice Counnittco. ^ou util thmefon tt.u.e 
mo for the inuagro notes f have sent. i , > 

Q.— If youUmve anything more to suy, you can :»e«d Us *'» detaiM 
note. 
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Sir Vcrcij Thoiii})son. Q. — [ think tlio gouoral infereuce to bo drawn' 
from your momorandum on local taxation is this. That in recent years 
now functions have been cast on local bodies without adequato resources or 
with no means of raising additional funds by taxation, and tho con- 
clusion you come to is that a considerablo proportion of their expense 
should be borne by the provincial funds? 

A. — That is the gist of what I have stated. That is generally felt 
in this province. 

Q. — A very considerable proportion of tho expenditure on education 
and national services is borne by the provincial (inances? 

A. — On elementary education it is; 1 think the proportion on that 
would be something like Go or 70 per cent. 

Q. — That is a l)ig proportion. 

A. — ^Yes, but you will have to take tho peculiar condition prevail- 
ing in this country. Elementary education is entirely a national ser- 
vice. 

Q. — It has never been treated like that in any other country. 

A. — From the perusal of the books 1 find it is not treated in that 
way, i)Ut in India it has to l)e treated in that way. 

Q. — In what way India is different from other countries? 

A. — Education has l)een neglected greatly, and elementary education 
is one of things which must be fostered for the purposes of the national 
cause. If you want to have a good electorate or if you want the fran- 
chise to work properly and if you want to improve all the departments, 
elementary education is tho backbone, and 1, iberefore, do think that it 
must be treated differently in this country and in any other country. 

Q. — I -think you will admit that if education benefits the individual, 
surely the families of tho individuals concerned should bear part of the 
cost ? 

A. — True. As a matter of fact, they are lioaring a certain pro- 
portion, l)ut so far as local bodies, municipalities, village panchayats 
and village educational boards are concerned, they are not in a x?osicion 
to find the money. If they are able _ to raise a local cess and if they 
find it only for the elementary education in rural areas, it may be said 
that the benefits that are received by the locality must be paid for by the 
locality, but under the present circumstances, the President knows how 
the local bodies in this Presidency have been getting on, as we had a 
very interesting note from him in one of his budget speeches, it is im- 
possible to say that elementary education must be paid for by the local 
bodies. 

Q. — That will mean that the Provincial Government will have to raise 
additional funds in order to increase the subsidy. 

A. — may agree to that. 

Q. — ^Where is it to raise additional funds? It will have to be from 
the whole province. 

A. — may agree to that. I happened to be a member of the Select 
Committee which was responsible for drafting most of the local bodies 
Acts. That was their view also. 

The President. Q. — ^Including the Village Panchayat Act? 

A. — Yes, all the Acts between 1919-20. The matter was considered by 
a representative committee, even before it came up before the Legislative 
Council : all along it was acknowledged that it was impossible to raise any 
money by increasing the local rates on lands or by levying local taxes like 
profession tax, etc. When the Madras Municipality Act was framed, they 
had a surcharge on the stamp duties. When the District Municipalities 
Act came up, they contemplated having something in the nature of a 
surcharge on income-tax, but the Go-vermnent of India objected to it, and 
therefore it took the form of a profession tax or a tax on companies. When 
the District Boards Act was revised, it was again felt that it was not 
possible to do anything to increase local rates. Section 4 of one of the 
schedules to the Act authorized a surcharge on the excise revenue, and it 
was also recognized that there must be subsidies fiom provincial revenues 
fi'om time to time in order to help the i-esources of the local bodies. 
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tn Provincial Government have 

to laise additional funds, won’t it be compelled to raise them from the 
very sources from which _the local bodies would raise them? 

A.— No, Sir. The general opinion is that a surcharge on income-tax 
and excise revenue may meet the ease. ^ i/ctA 

Q. Is not a profession tax really a surcharge on income-tax? Is not 
tiio companies tax really a substitute for income-tax ou" the- nrofits of 
companies? 

, . experience goes in the moiussil, there is very little 

wliicli can be raised as companies tax. So also profession tax is very 
small compared with the local needs. 


• 7 possible to raise the rates? That is what the Provin- 

cial Government would have to do if they wanted to raise additional 
money. 

. . There is a ^ large amount of income which escapes taxation. If 

it is not an actual income-tax, the Provincial Government may raise some- 
thing in aid of the local resources from the agricultural income which is 
not taxed at all. 

Q. — That is again raising a very big cpiestion. 

A. — ^Witli the talent present here, no question need be big, Sir. 

The Maharajadhiraja Bahadur of Burdwaii. Q. — Don’t you think, if there 
be a difficulty politically or otherwise on putting an income-tax on agricultural 
incomes, there are still possibilities of those agricultural r incomes being 
assessed in future by local bodies in some shape or other? 

A. — I must confess there is a very large body of feeling against 
agricultural incomes being assessed in any way; land is already very heavily 
taxed and it is not possible to add any more burden. Moreover, Taluk 
Boards and District Boards cannot profitably or conveniently levy any pro- 
fession tax, nor anything similar to the companies tax. The only thing you 
can possibly do is to have some local rate upon agricultural rents in those 
areas. 


Q. — ^^Vhat you would have to do is to have some specific purpose for 
these taxes, in the same way, as you have road and public works cess 
which is collected with the land revenue and then handed over to Tjhe 
local bodies. In the same way, supposing the local bodies were 
to levy something on agricultural incomes, they would raise it 
not as land revenue, but they would raise it for some local puri^ose. I 
ask you a general question. Supposing there were difficulties in levying 
an income-tax on agricultural incomes, whether for political or other 
reasons, don’t you think there is a possibility in future of local bodies 
getting an income from agricultural incomes in some shape or other? 

A. — If it is to bo for benefits rendered, I do not think there will be 
much trouble. 


Q. — ^What I mean to say is that there will be less trouble in getting 
local bodies to tackle these local incomes for the local purpose than there 
would be in assessing agriculture incomes to the general income-tax. 

A.— Yes. 


Dr. Kyder. Q.— There are two things which you spoke of: one is a 
surcharge upon income-tax, and the second is subjecting agricultural income 
to income-tax. I suppose these are two different matters? 

A. — ^Yes, they are two different matters. 


Q, — Supposing you cannot subject agricultural incomes to income-tax, 
there is the other alternative that you will make a surcharge upon 
tax : now then, the principle laid down by you is this, that this inoi y 
should be spent for the benefit of the locality. 

A.— Not like that. What I meant to say is that they could be ear-' 
marked for certain services. 


Q. — ^Have you got many iieoide in rural areas who pay income-tax? 
A.— The vast majority of them do not pay any income-tax .in the rural 
areas. 
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Q. — So that you will realize very little? 

A. — No. Agricultural incomes are not assessed under the Act. You 
cannot at present assess agricultural income unless coupled with the general 
income which they have, and which is liable to assessment. 

Q. — If I understand j'our answer, it is this ; land is already heavily 
burdened, and according to your view it cannot stand any more. 

A. — That is so. 

Q. — So that the proposal to subject agricultural incomes to income-tax 
meets with a large volume of opposition? 

A. — It is like that. What I suggest is that there is a line of least 
resistance, but I do not believe anybody would like to have agricultural 
incomes assessed, because it is believed that it amounts to indirectly 
burdening the land. 

Q. — But things would be easier if this money were spent for the 
benefit of the locality. 

A.— Yes. 

Q. — Then there is the further question seeing that the people who are 
in receipt of agricultural incomes Ijelong to the higher classes, whether 
they would shoulder the monetary sacrifice if the benefit would be con- 
ferred on some other class, people who cannot afford to pay for the 

expenses of elementary education? 

A. — That is a question which cannot be answered in a siinjile manner. 
There are ijeople who have agricultural incomes and the vast majority 

have no agricultural incomes, and these latter people have got children 
who have got to be educated as a national concern. The former who 
are employing these cultivators for the purpose of agriculture would not 
perhaps object to the amount being used for elementary education. 

Q. — Perhaps they might see that it was in their own interest. 

A. — As I told you, in this province land has been felt to be over- 
burdened, and possibly there will be a gi*eat volume of opposition to 

any burden upon agricultural income; but if you Avant to collect any 
rate for the purpose of local services, which partake of a semi-national 
character, you may perhaps think of rating agricultural incomes. 

Q. — Should a surcharge upon excise revenue be spent for the benefit 
of the locality, and Avould people pay this willingly, in view of bhe 

fact that the benefits go to themselves? 

A. — This is a matter which Avas discussed AA’hen the Local Boards Act 
Avas unddr preparation. The question AA'as considered as to Avhether money 
that might be surcharged upon excise revenue might be used for a parti- 
cular locality or not. As jwu aaIII find in the schedule to the Local Boards 
Act, it Avas purposely left vague, and it Avas understood that any surcharge 
on excise revenue should go to augment the resources of local bodies, AAuthout 
earmarking it for any particular locality or any particular service. 

Br. Paranjpye. Q. — ^Regarding your contention that education is a 
national service, do j'ou Avant that the Avhole cost of elementary educa- 
tion should be borne by the general tax-payer and not by the local 
body? 

A. — I Avas going to say that secondary education also comes within 
these Acts. 

Q. — ^But if local bodies cannot manage elementary education, much 
less can they manage secondary education. 

A. — Local bodies seem to be in a position to manage secondary schools 
much better than elementary schools. Secondai’y schools are fairly popular, 
and, having regard to their number, they are fairly Avell patronized. 

Q. — ^IVould you advocate Government not only bearing the AA'hole 
charge of elementarj' education, but also taking it into its oaa'ii hands 
and managing the schools? 

A. — Having regard to the history of elementary education in this 
jAi'ovinco, particularly after the Reforms, I think GoAoi'iiineut are taking 
it into its own hands. Wo do not knoAV AA'liat is eA'entually going to be 
done. !)nL so far, the drift seems to be in the direction of having as much 
control over education as possible. 



pipe?.’ Govenuuont would have to pay the 

ns tjb~q(.,fo”=‘'f oljjectiou to Goverumeiit treating it 

ab the States function and managing the institutions themselves. ^ 

surcharge on excise. At present liquor shops are 
sold hi auction, and consequently a high price is being paid for ^hem 

nrif^^s” on these liquor shops, don’t you think that tlie 

r-i,i fl, f 11’^ much less, because the bidders will talve into account the 

bo n.-ir.f-f .. u You would, therefore, 

i)c pi tictictvlly tuking purt ot tlio excise revenue. 

A. It is part of the excise revenue that is mentioned in the Act. 

Q- Jlut you won’t get any new money by means of the surcharge. 

A. — I am willing to admit that. 


comes to Government paying you a iiart of the excise revenue 
that IS olitained Avithiii the limits of that local area. 

. think that is^ the very wording of the Local Boards Act provi- 

sion. I ho matter ol giving a proportion of the excise revenue, as contrasted 
with the surcharge on excise revoniio, was considered by the Financial 
Belatioiis Committee in this province, and after discussing the pros and 
cons of the whole question, they came to the conclusion that a surcharge 
was much better than earmarking a iractional share of the excise revenue. 


Q. — You have yourself admitted that the surcharge is only a portion 
of the existing excise revenue. 

A. — That might be. 

Sir Fercti Thompson. Q.— j-l think the policy of the Madras Goverii- 
mout in the matter of excise is maximum revenue and minimum consump- 
tion? 

A.— Yes. ^ 

(^. — You have already got maxiinum revemie, because you have pushed 
your rates up as high as po.ssiblo, and if you push them any more, the 
yield will bo less. How can you put a surcharge on that? 

A. — I do not admit it is maximum revenue. 


Q. — Isn’t that the policy of Government? 

A. — The policy of the Government must bo modified in accordance with 
the demand of local bodies. 


Q. — ^AVon’t you admit that the rates at present imposed are the maxi- 
mum that could be imposed? 

A. — I don’t. If you go on raising them, yOii would got more revenue. 
The Government are carrying out their policy slowly and gradually. 


Dr. Paranjpye. Q. — Are you in favour of prohibition? 
A. — ^If it is possible. 


Q. — At any rate, you are in favour of temperance reform and you 
would limit the consumption of alcohol? 

A. — ^aiy own idea is that you cannot make a nation sober by legis- 
lation. 


Q.— The public feeling is in favour of temperance reform; if it is 
at to be attained immediately, at any rate, that is the goal to 
sached. 

A— I don’t know what the public feeling may, mean; there are a 
,rge number of people who do not understand anything about it. 

n lynii’f vnii think that' giving the local bodies a portion of the 

A —No • so loner as you collect excise i;eveiiue and as long as you go 

Tim locallodfes will no? be in the 

ay of total prohibition or rationing. 
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A.— Yt-i. 
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aKrioulLural incoiiio') iiM-d for local rato'i tlniii levy an iiicniiio-taN on iijJtri- 
cultural incniiH's? 

A. — 'riiat i.s my [len'ional view. 

Dt. Iljulcr. (J. — Suppose you cauiiot raise inoiiey for the tlovolopiiumt 
of your local areas, why .should you not levy poll lax at Ho. 1 por hoadP 
This money would ho spout upon elomoutary ctlncalioii in tho vory areas 
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suggestion has not gob the evil odour of a tax For 
the reason that m Anienea they levy poll tax for two purposes i e for 
construction of roads and elementary education. What do^j'ou’ think of 
this suggestion? m 


A. I object to it : here it is nob advisable to have a poll tax The 
vast majority of the people are poor, and most of them are labourers, 
i eople already pay municipal taxes, local cess, education cess : if I jm 
+? I must pay for the village something as my contribution under 

the \ lUage Panchayat Act. For irrigation I must possibly carry a load 
of muci in my basket or find compulsory labour; that is the way in which 
the ordinap man will view the question. I have not considered the matter 
CcXiGiuIiy, blit; I uo not i/binlc "fcliGrs ivill be n considGr<iblG finiocint 

of opposition to anything like a poll tax. “^Ve have taxes enough” is the 
prevailing feeling. 


The President. Q. — I understand that you agree with the various wit- 
nesses who have told us that taxes locally asse.ssed, locally collected and 
locally spent are much more readily paid than taxes collected by the Pro- 
vincial Government. We have been told that there would be no objection if 
laud tax were spent in the locality. Under the new administration of xhe 
village panchayats, villages are taxing themselves to the extent of 20 per 
cent of the land revenue. Would you have the most determined opposition 
to such a tax? 


A. — So far as village panchayats are concerned, they are organized in 
selected villages after the consent of the inhabitants is obtained to do 
certain things which are for the benefit of the village in common. They are 
strictly speaking not taxing themselves. The headman is in charge of the 
village fund. In some places there are what are called duck taxes, grass 
taxes or something collected for the village famasha. That is the nucleus 
of the village fund. It may form a substantial proportion of the fees they 
pay. 

Q. — We have been told that they levy octroi. 

A. — I do not think they do. A cartman may be willing to pay one 
rupee for the whole year, or a village di’amatic troupe may be willing to 
pay an annual contribution to come into the village periodically ; it is 
worked out as a sort of family arrangement. 

Q. — ^Would money be available for elementai’y education? 

A. — T am afraid, not. The Registrar-General of village panchayats 
himself admitted at a recent conference that very little money -was available 
for this purpose, and if possible, local boards must pay a contribution to 
village panchayats. 

Q. — ^The idea that the taxes locally assessed and collected are much 
more readily paid does not apply to local board taxes. 

A. — The local hoard cesses are collected with land I'evenue. It has 
become a maniul from 1866. 

Q. — Other taxes, e.g., the union house tax, profession tax, etc., are col- 
lected by local authorities. 

A. — ^There is a difficulty in collecting them; many Unions are unable to 
get iu their taxes. I propose that they should be collected bj' the revenue 
staff; I have also suggested that profession and companies taxes are illusory. 
Three local boards have already applied to me to liave the profession tax 
notification cancelled with the permission of Government, because they think 
that the expense of collecting the profession tax is much more than the 
resultant benefit. 

Q__I understood you to say that there would be far less objection to 
a local rate on agricultural incomes than tbeie would be to an income- 
tax on agricnltnral incomes. 

A. — Yes, tliat is what [ .said. 

Q. — ^Yt'^hy is it so? 

A.— Because people think the local rate goes to the local Iienefit. 

Q.—Woulcln’t that apply to other taxation? 

A.— But your question was whether it would be inore readily assessed 
and more readily paid. I am answering with regal'd to the readines.s. 

Q.— May I substitute 'willingly’ for ‘readily’ ? 

A. — ^I think more willingly than as a general tax. 
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J)r. Q. -Do yon .s.iy lli.it a ni.iii wlio p.iV's a liiinl ii-Vi'iiiiu of 

H.-i. .lOO make-, an iinonu' from laml of Ik.. O.lJOil.' 

A. — His itross iiu'omo may l»*-' that, .mil ovi-ii mori' : his not iiu'oiuu 
would 1)0 .somoihiiii^ lilio Us. i,(J00. 

Tin: I’ri'Aiilrnt . (^). — 'I'lio Advoralt'-flfiioral lias siij'yL'-slL'd tliaL ryotwari 
lands may ho valuod at fifty tinios llio rovonuo imyahlo on iho lands. 

A. — 'I’liut is a, mattor whioh attrai-tod Iho attontion of tho Clivil Justicu 
C'ommittoo duriii}' tho last yoar with ro^tard to tho valuation of .snit.s. 'I'horo 
art* .suits of tlio valiio of 11s. d.OUO which tto to a muiisif. Hut suits of tho 
value of Iks. .‘1,000, rolato to land puyiuK only a rovoituo of Iks. dOO. Lund 
which pays Rs. dOO a.s rovouuo is worth Us. d0,0n0. f may toll you that 
a piece of land wliicli juvid a rovonue of Rs. 120 was l)oup;lit for Rs. 17,100. 

Q. — ^You liavo a list of tho numbor of pattns: doo.s not that take into 
account all the joint pattas or the luunhor of single pattas held by one 
individual? 

A. — ^'Phis does not indicate tho actual mimhor of pcoplo with an income 
of more than Rs. 2,000. There may ho people who have jmtfas for very small 
amounts, but tvhose income from land might ho largo. It is not possible 
Yll— 19 
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to conaeivo ol uiiy propoi-fcioJi l)ebu-eoii vavemia derived from the pattas and 
the actual value ol the laud or the income from it without careful investi- 
gation xogaidiug tlic quality of the soil and its irr’igaLiou soui’ces. 

Q- Wo liavc rather been inilueiicefl by the statement from another 
province as to the number of pattas of small size. Your view would be that 
the number ol people paying B.s. 500 land revenue would he no indication 
ol the number of income.s of ]ls. 2,000? 

A. — Absolutely no indication. There may be a number of iieople who pay 
a revenue of R.s. 100 or lls. 150 whose income may be more than Rs. 2,000. 

Percy Thompson . Q . — ^VJio are actual cuJtivator.s.^' 

A. — Ordinarily when the man makes a calculation of his exiienses and 
income, both will balance. That i.s with reference to the petty pattadur 
With regard to tire puttadar of Rs. 200 to Rs. 500, they merely let their 
land to other people who are actual cultivators. 


The Presideni. Q. — ^If you begin to find pattadars paving Rs. 100, 
that would include men with an income of Rs. 2,000? 

A, — ^Yes. 

.Q- — fu paragraph 0 of your note you say, “The a.s,se.s.sment and col- 
lection of the ‘profession’ and 'companies' taxes are attended with con- 
•siderable difificulty”. But is it not a fact all over India that the agricul- 
bnrist pays a good deal more towards the local services than the non-agri- 
culturi.st? 

A. — Yes; it is true. 

Q. — In particular, objection lias been taken to the fact tliat whereas 
there has been no exemption in the case of an agrieulturi,st, however small 
his income may be, the profe.ssional man with an income of Rs. 2,000 and 
downwards contributes very little indeed towards the local or general ex- 
penditure. 

A.— Yes. 

• Q. — Have you any method of making the money-lender, the small 
shopkeeper and persons of that kind coutinbute towards the local services? 

A. — I have tried my best and I do not find a way otit of the difficulty. 
There are people who are exercising some sort of ])rofession in rural areas, 
who pez’haps have income.? which could be assessed under^ the Local Boards 
Act ; but 1 have been receiving reports x-epeat6dly_ that it is impossible to 
assess or collect anything from them, because, in the first iilace, they 
do not maintain any accounts. So on what basis are you going to get 
at the village -money-lender, for example? 

Q. — It has been suggested to us that a license tax might be imposed — 
simply charge so much on the profession witliout regard to the income. 

A. — I forget now whether for the exercise of a profession a license has 
to be taken ; Init there may be some such liceirso prescribed. 

Q . — ft was .suggested by Mr. Gopalaswami Ayyaiigar Unit Ihoro is 
a considerable fund to be made out of the licenses. 

A. — I think it is a ])ossiblo way of getting at the people who now evade 
the in-ofession tax. 

Q. — The parent of the Income-tax Act was the Licen,so Act which touched 
cvmi incoznes of Rs. 250. 


A.— Yes, 

Q. — And some of the European countries hzive no limit of exemption to 
the income-tax. 

A —If YOU are to do a)i.ything with regard to the profe-ssion tax, it 
must be doizc by a census taken with rofereizee to the persons engaged ziz 
tlie pi'ofessioiis, and a large number of profes^ons liave to be licensed, 
that must be done by the land revenue .staff; it is beyond the means of 
the local bodies, 

Q_ j a.ssuining that you use tlio agezicj' of land zezenne .staff. 

A. — ^Tlien there is something to bo got. 

0—As regards motor vehicles and tolls, do, you think that the difficulty 
would be met if they impose a provineiai tax similar to the tax in 
with reference to horse power and the iirocecds were handed over to tSio 
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.Sir /'(.»(•;/ I luiiii ji'iiH , Wiiulil yon nhjoi t it vijii luivo .1 i iiiii[inl 01 ,v 
tax on motor vcliii'li,-. wiiii'h uoiilit Im oxoiiiiit lioin lul!>. ami .1 rniiniouinl- 
ino tax on olhor himl-j ol vcliioh- * ; iln-y will ho fno from toll, ii tln-y lilio 
to jiay iti' 


•^.-y-ln tlu-_ory, it. i., all ri!'h(. lint in priU'tiio. it will work i onaidorahln , 
hardhliip and inconvoniom'o. ll will not ho piosihlo to iirodii't wlmliior u 
oarL goc.s om-oi or liftoon liino.-i lliro\ii.’.h tho p.ato. 


(^. — ^'I’lio nuin knou.s ordinarily wliat iio I-, (.'.uin;' to do witli iiiH cart. 
He will hiiy “1 am f^oiiiff to take out the lioenso”. 

A.-— Tho real ohjoelion to tliat i-. lliaL tlio man who pa-iM-. tho toll {;at(j 
oftiyii will ho tho fir.st to bay that ho would pass tiio toll Rato raroly. 

Q- — When ho pays tho lioonso lio Rots a mark on hi.s cart. 

Uow aro you Roiiig to dill'ereiitiale hotwooii a man who cloc.s not 
iibo tho "alo and a niiui who ii.so.-i it many timo.s-’ A.s far a.'! f uiidorbtaml 
it, tt is for tuo uso ot tho road that ho pays. 



Ihit 1 rtisidcnt. Q. In £aul, iiiosl ol’ the District- Boards have a coiu- 
pouiuhiig rate. 

A.— Yes. Tliey have a statement taken as to whether it is a genuine 
case, and whether the average number of times that the man goes would 

oe within the minimum, and whether he is doing so for certain sneciiie 
purposes. i v- » 

is it necessary to ask that question at 
all.'" VVhy don t you allow a inan to compound if he wants to do so.f' 

The President . — I do not think it is the usual procedure. 

A. — Very few do it. The compounding fee, if collected, would hardly 
lorm a two-hundredth of the total income. 


Mr. T. R. V£l?KATAIlAMA SASTRl, Advocate-Geueral, Madras, 
was next examined along with Sir T. Eesikachari, Kt. 


Written memorandum o£ Mr. Venkatarama Sastri. 

In the event of new sources of taxation being required to replace old 
sources that ma,5^ be condemned, the imposition of a tax on i)ropert3' chang- 
ing hands at deatli maj'’ well be considered. 

Duty levied under the existing law on the grant of iirobate and letters 
of administration is of the same nature as the tax proposed, but its incidence 
is uncertain and unequal and it does not fall effectively on all cases of suc- 
cession and inheritance. Except in the presidency towns of Madras and 
Bombay and the province of Bengal, iirobate and letters of administration 
are not compulsory in any sense, and the executors and heirs of deceased 
pex’sons can deal with their estates as effectively without, as with, probate 
or letters of administration. Debts due to the deceased cannot indeed be 
recovered by suit without a succession certificate, the iiroduction of which is 
necessary for obtaining a decree or an order by way of execution. But 
succession certificates may be obtained in respect of, and limited to; those 
debts that cannot be recovered except by action and do not involve the 
liayment of the tax on the whole estate. The result is that in places other 
than those specified aliove there are comparatively feiv cases where suc- 
cession duty is collected. The tax is jiractically confined to succession certi- 
ficates which cover only part of the outstandings due to the estates of 
deceased persons. 

In the towns of Madras and Bombay and the province of Bengal, 
probate and letters of administration are compulsory under the Hindu 
Wills Act. Thej'^ are not compulsory in the sense that the executors and 
heirs are obliged to obtain probate and letters of administration and pay the 
duty in every case. Intending purchasers of the property of the deceased 
and the debtors of his estate niaj' ask for the production of probate or 
letters of administration for their own security. It may, however, lie 
tliat the executor or heir does not need to dispose of any property" or to 
recover any debts by proceedings in courts, or intending purchasers of pfo- 
perty do not insist on the production of probate. The result is that even 
ii) these places where iirobate or letters of administration are necessary 
for effectively dealing with the estates of the deceased, it is not_ in every 
case that the one or the other is obtained and the tax duly jiaicl. It is 
necessary, therefore, to make the duty leviable on all cases of inheritance or 
succession whether or not proceedings are taken for obtaining probate or 
letters of administration or succession certificate. 

We start then with this that succession duty is to be imposed and 
collected in all cases where property changes hands at death. One is con- 
fronted with no difficulty where the property exclusively belongs to tlio 
deceased person. But what is to be done where the property belongs to a 
joint undivided Hindu family governed by the Mitakshara LawP According to 
the true theory of joint Hindu family every male member born iiito the 
joint familv acquires a right by birth in the undivided estate belonging to 
the family! No person has a specific share until a partition is actually 
made But at any given moment there is a definite share to whicii eacli 
momlier ’is entitled in tiie sense that if a partition wore then macl-o, lie 
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would 1)0 eiititlod to liavo Lliat .sluiro allottod to liitn. Jf tlio luombei’ dies 
without obtaining a partition, his potential share lapses to the family by 
what is called survivorship. There is in strict legal theory no jiroperty 
passing on his death to any other member. Though this is good Hindu 
Law, it cannot be used and ought not to be allowed to bo used to resist 
the levy of the tax and indeed the High Court of Madras included the 
-.•alue of the share to which the deceased person was entitled in joint family 
property for the purpose of calculating the probate duty that had_ to be 
paid on his estate. To oxom])t a joint Hindu family from taxation on 
the ground that no property passes on the death of a member to his heirs 
is unjust to those Indians that are not governed by the Mitakshara school 
of Hindu Law and makes the incidence of taxation unequal. I puf, aside, 
therefore, the idea that a joint undivided Hindu family is not to bo taxed 
on the ground that theoretically there is no succession in a joint Hindu 
family. 1 proceed on the footing that for the purposes of this tax _ each 
member of a joint Hindu family is entitled to a specific share of ascertainable 
value bj' which the joint familj'^ benefits bj' his death without effecting a 
partition. 

'I’ho next question is, when and how the joint family is to bo taxed. 
'I’hero arc three alternatives suggested in the questionnaire. The third 
idternativo of a corporation duty 1 put aside because it is unfamiliar to me. 
J am not satisfied with the first or the .second alternative, biit I suggest 
what might I)o said to be a combination of ))oth. I do not like the first 
because it involves a harassing levy ol lax on the share <^f each child that, 
might be born into the lamily and die witliin 21 hours of l)irth. In large 
typical joint families this might happen xiretty frequently and it tvould 
bo extremely inconvenient if tiio deatli of e.icli person born into a joint 
family involved the payment of the ta.x. Either this mode of fixing the 
tax must be abandoned as unsuitable, or it must be laid down that the 
death of no member of the joint family who is not an adult or who is not 
above a certain age at death should involve the payment of the tax, except 
when he happens to be the solo owner of the property. 

The second alternative is the levy of the tax on the death of the managing 
member of the family. The net result of the course may not be inequitable, 
but I can conceive individual cases, where the method may bear hard on 
the family. I should personally prefer to levy the tax on the topmost 
member of each branch and on the value of the share of his branch. That 
is to say, the joint family in the Mitakshara provinces should be treated 
for the purposes of this tax exactly as if it were a Dayabhaga family. 
To make the matter clear, let mo take by way of illustration a joint family 
consisting of a father and four sons with grandsons by each sou. On the 
death of the father and manager of the family succession duty will no 
payable on the full value of the family jjroperty exactly as if he were the 
owner and his descendants took the iiroperty by inheritance from him. 
The eldest son will succeed to the management of the joint family estate. 
On his death the family will on this alternative again pay a full tax on 
the family property and the same thing will happen by the other three 
sons successivelj’^ becoming managers of the family and dying subsequently. 
It is of course conceivable that while yet the eldest brother is the manager 
of the family the younger brothers may die and the family will pay 
no taxes on their deaths. But it is not a natural or normal course of 
events and if the father and the four sons succeeded to the management 
and then died the family would by that time have paid the tax on the family 
property five times. To avoid this result my suggestion is that each of 
the four brothers should be treated as entitled to four-fourths and on the 
death of each or any one of them tax should be paid on only one-fourth 
of the estate, so that on the death of these five persons the family would have 
paid not five times but only twice the amount of the tax payable on the 
full value of the estate. During the lifetime of any of these four sons 
the death of no descendant would involve the payment of any tax. This 
illustration would make my suggestion sufficiently intelligible if I ex- 
pressed it thus: Succession duty will be payable on the death of 
a member of a joint Hindu family who has no ascendant alive and on 
the value of the share of the family property to which he or his branch 
was entitled at his death. 


As for the scale of taxation I consider that it would be felt a grea/ 
hardship if more than 5 per cent were to be charged except in the case 
of big estates mul the succession ol remote relations. In the case of heirs 
falling within the limits of natural affection, the tax should be levied on the 
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iLuk' lo be iiieutioucd jireseutly aud iu other case^ the scale b-> to be doubled. 
The ac.ile that I suggest for tiie heirs who are relations iu the first degree 
is this: No tax is to be levied on estates valued iu the xuauuer to bo hen> 
alter uioutioned at Hs. o.OOO or less. For estates ux) to Its. 10,000 tax is 
to be levied on the exce^=> over tlie exempted Rs. o.OOO at 2 per cent : ou estates 
over Rs. 10.000. aud up to 11.^. oO.OOO, tax shottld bo paid at the amount of 
tax due ou R'.. lO.COO plu.< d per cent ou the excess 5 ou estates between 
H.-i. ."0.000 and Rs. 1,00.000 tax .diould be paid ou the excess over Es. 50,000 
at ) per ccui, aud this in addition to the amount of tax ou Rs. 50.000; for 
estates of the value of over Ik. 1,00.000 and up to Rs. 5.00,000. 5 per cent 
on the excess shall he added to the tax on the Rs. 1,00.000. Between 
Rs. 5.00,000 and Rs. 10.00,000, 7 per cent. Above Rs. 10,00,000, 10 per cent. 
T<> dusciibc it sluivtly, the iluty is to l;e calculated bomewhat in the maimer 
of court-fev.s except that the percentage jiayable by way of cnuri-fccs 
decrea.'Cs as the claim in suit increases in value, while the .succession dut>' 
increases in percentage as the estate increase.s in value. 


The proposal may be seen at a glance as imt below: — 


ns. 

0 

10 ,111)0 
.'iO.IJIHI 
J, III), 001 ) 
G.'iO.OlU) 
10,0l',(!(lt) 


Its. 

.■>,1)111) 

Xo tax 

r.s. 

io.ni'o 

p. c. on cxcC'S over 

5,001) 

,'>l',0tll) 


10,000 

1 , 110 , non 

i 

50,0111) 

5,0(1,1101) 

t* ” ' 

1,00,000 

iii, 0 i),oi'o 

7 

5,00,001) 

* • 

10 

on the excc: 


Reiutioiis in tlie first dogiee, iu which category £ place all thixso who are 
dcbCeudunts or ascendants of the decea.scd or his collateral relations being 
de.-'cendants of an ancestor not remoter than the grandfather, maternal or 
paternal, will pay ou the above scale. Other relations will pay double the 
rale. 


Kveit ot the relations iu the liist degree, the sons, graiuisuns or groat- 
giaudhoiis or the daugliier.s or tlieir -sons may be taxeil on their sluucs instead 
ot the tax being liscd on the whole estate and each bearing a proporiieiialo 
pait ot it. 

Shotild iheie be a siiccified method of valuing ]>roj)ei vies tor ihe jmr- 
pii.e 01 .succession duty, or should it lie left for dcci.siou iu each ivise';:' 'I'he 
v.ilue ot [iropei'ties varies so uiucli iu ditfereut localitie.s tiiat one may 
well lake the view that it should be decided in each lase having icg.ird 
to local conditions. On the other hand, tlie nature and individual teiniiera- 
lueiU oi oUuds luigiiL produce considerable ineiiualities iu the esiiui.Ue of 
value. It will avoid all personal equation aud eon,euUeui h.udship to have 
a deliiiuv smtutorily li.ved method of valuing properties for the levy of 
ill), duly. Tliere can be no method pieseribed for the c.’lii.iUon of mov.dile 
property. It mu.t l-e left for valuation iu e.ich c.ise, ineqimiilies bciim 

inevitable. As to immovable properties I -liuuld snj>m...^ rj'jtwari 

lauds m.vy be v.dued at 5() time-' tin* revenue p.iyable tm tlie bimbs; jjcima- 
neutly-'C'ltScd c-'tatcs mieht be valued at 75 times iho permuneut . 1 -si- s- 

leetit of ; .iiul ui.im lands might bo valued at .3n times the as es-s- 

i.ietit tliey would p.iy if tliey were ryotw.iri l.iml .. The a^-e sliicot wliiih 
tile lu.na bnuK would be.;r u tlie.v were ivutwari l.mds is even mnv i.il- 

vuLitcd lor purpi > llot;-e pioj ertc m.iy bo calmil .u I’J lo 15 

ua.i-. tile aunu.d v .dv.e of tiu- iauils, ! .mt ..lonely in f.iveur ol iisiu,; tho 
i.,otb' el va'mtng pioin rly ill oir.e -in h luii'di a. id le.idy uuuiner. 

Nlov 1 pl^xcsd Vt, yi\e .vUsV.tis to tk’ bb Vo 1,0. 

<,b lo7.-- i he qia tf'ii .*..,'.,ds ..vcTvd iu tlie opening p.u .>gi ,>pii. I 

aia 111 i.vv.jur oi tile b',> ui ii'.ivv ,'U ulk iou .md inbet li ,ki., e, 

l:,s. -.\il tlnce piiueipli- .lie worth .Riep*iii>_ .md h. u n- 
!i, d ill '.be i U, me 1 ntopo e. 

VA l.fi.- ll ‘nuibangin;'. u»V».,’ ii.e-ml tb.it the wije lie; !., )e 

/.I.etu,’., j I do not . 1,1 ept ll » .ihiUtv. Bill I l.ibe it t!:.'. it oiiic ooiii. 
tbvt tlw- eiju.d oivr.ilicn "i the t.»\ liepemts Upon n i eiiisj.iuii.; iiii,!it:«d 
Sof Li.J, lub. t.ib’.e pe!i</<l-> ol ttii.e lll-.l it ti'.ereliiic oil/, hi ho', to be a 

vji ,»* V t.i*. , r .. *.t a.itv, '».*rciiig Iioin v,'..x' to 

I’Cl I 1 .,,e lo •.b.‘ pitf.sple .1. I lUe’ei ’....eij g, ,U.i! .1 > !., ll.e '..or'e'-i 

‘o. J t'- too . , i.i.o .,i ..nd , ..b n!.,*' \ 'o b > c 'h.- la-, lO ,Jl 

' ^ .ilh . 1 * .. » - e- g .uv t . » .1 i;,\, j.-n *•, od;>, r'* iii.e to ..oie iio*'i 

( . - ' • J o , ! >, -..k ; , I ‘ t . t; , Ills 



([]) I bviguoftt tlio coUocLion of tlio tiix Ity tlio Cculriil GovoniiuciiL. 
Bill I recoguiho the likoUhoocl ol r'lL'lior provincet. objecting to this coiivao 
us dibuclvaiitugi'oub to llieiii. 

Q. I-IO. — I have not adopted anj’ of Ihu sehedulo of I’ates sob out in 
uuuoxuvo r and stated to ho in force in dilforont eouutric.s. f have sug- 
gested a schedule of my own. 

Q. lll.—I have rejected the third alternative proposed, nor have f 
accepted cither the lUsL or me second. 1 havo .suggested what is a coinljiiia- 
Liou of the lirsl and tlio .second. 

Q. 142. — 1 see no dillicully in collection. 1 sngge.st its lollection along 
with ‘’{ho in estates ‘and by the incoine-tax authorities iu other 

cases or liv the iiieonie-tax authorities in all case.s. 

Q ltd. — The dithcuhy pointed out may in some ilegreo ho true in all 
coiuitrie.s. Hno it is more inio of India ic. often a large nniniier of Uirifl- 
le.ss people depend on oiu' eoinpeliMit earning ineiniier. 1 li.ive taken sulticicut 
account oi this consideration in lixing tlio r.ite at whicii the tax should 
he levied in this country. 

Q.' 144.- -Ihifoi'cing payment hy meivly invalidating traiisfcr-s is now 
ii. forie in some places. Isven there it is ineltective I'U itst'lj. It is in any 
ease impraetieahle to apply it to movaltle property other than stocks and 
shares. 

Q. 1 l.j. — ^Tho ageiiey for the collection of income-tax may generally he 
utilised for this purp().se. 

Q. 14U. — 1 have .suggested that, exemption shonhl ajiiily to luoperLies 
of the value ol Us. OjOOO and below. 


Mr. Venkatarama Sastri and Sir T. Desikaohari gave oral 
evidence as follows 

Dr. IVudJiypi/e. tj. — You are iu favour of death duties if it is sug- 
gested that more sources ot revenue .should be found out? You consider that 
iiilieritaiicc and succession duties are legitimate sources of taxation? 

.b'ir T. Dcsi/.iu/iori. A. — My eouehision is; “Considering the subject 
from every point of view, it appears to me to lie not expedient to levy a 
tax oil inlieritaiicc and siu cession except in a iiimlilied way on legaeie.s and 
testamentary succes-sioii’’. 

Mr. VcnhidutaiiKL ISu.itri. A. — I think it is legitimate. The iiic-ideiico is 
uuecj.ual at present as between eommuaities ; I may go a little further and 
say that oven with regard to the same community, iu some cases they aie 
obliged to take out probate or letters of administration and iu other eases 
they are not obliged to do so. The result is Unit though there are a mimljor 
of cases of sueeessiou, some pay and some do not. I wish tho law to bo so 
devised that every one of the.se eases will have to i>ay alike. 

tj. — At present practically, only alien a man wauls to have tho probate 
or the succession certiiicatc and makes use of it he has to pay and not 
otherwise P 

A. — ^Yes. 

The Mahurajadhiraja Bahadur of ISuidicuii. Q. — ^^Vl^ell you say that all 
should bo made to iniy, you mean that everyone should pay hut the payment 
may not bo uniform P 

A. — I mean that every case oiiglit to lie made to xiay according to a 
scheme that may bo devised. 

Dr. Faranfiiye. Q. — And that scheme mn.st ho uniform to all com- 
luunities? 

A.— Yes. 

The Maharafadhiraja Bahadur of Burdican. Q. — A^iart from the ques- 
tion of rates, don’t you think that communities like the Indian Cliri.stian 
community have been treated so far on a different footing from that of tho 
Hindu community, for instance? You could not by a stroke of the pen say 
now “we are going to have a uniform rate in all cases”. Because apart 
from the occasions on which you levy these duties, are there not other cir- 
cumstances which require differential treatment? 


^ tlimn: zituz zhe diiTereaea is vour sersonai law is a crrAm-ifi 

.or difteresnal ireatraenc tasarion. any ra£e, tliat is not thf view 


£ Lave taken. 

^ this. In. die ca^e oi the Hindu joint fainiJv there is 
ditre.eiice or opinron, ^ to zrnezner each share should be taxed or as vou 


a 


enoiild tax on tee death of the harftr. As vo 

nprr** r\t- T*r.Ttr- rv r7 — 1-. -T- -»•/>% > - - •■ 


u puv it m 



— a.'. . .-men is pre-alent in tcese parts, each man has got 
the anceswal property, yet if the 7 :arra has not 
clinaed zae^ propei.-T. k inay be qmre xeasible that because the harta is 
dead, yon snouid. le.y the deatn dutv on the whole nropertv 

A.— Yes. 


Q-— But supposing the J:ana nas partitioned among the four sons then 
It you levy on the whole property, don’t you think it will be an artifici '^1 
levy, because me property as a whole has ceased to exist:' 

> a choic-e between two alternatives. If they had divided, the 

b’orfo woTild have ta^-en one-nrth, and tne tax would falf onlv on that one- 
hfth ; and the share of each or the sons would also be paying on his one-fifth. 


Q. — ^My_ point m this. You know that at present large properties pass 
either as gift or as settlement in the lifetime of the- jiroprietor withonc 
even a small stamp duty being paid. It is very frequently done perhaps 
with an ordinary stamp duty. 

A.— Yes. 

Q- — Of course, you could not stop that by law. Only vou can make the 
stamp duty bigger. Bur suppose the _whoIe ancestral property comes to 
one lakh of rupees. Under the joint family system, supposing the four 
grandsons are all grown np, the property wili he divided into eight shares. 

A. — ^It will be one-fifth for the grandfather and one-fifth for each ci 
the four sons, and each of the sons w^ divide his share ^vith his children. 


Q. — ^So. it will have to be divided into five shares. A'ow suppose the 
grandfather has divided it- among his sons. The property has actually 
passed out of the hands of the haria. That is, the harta does not get 
any benefit of it. ^The sons get the benefit. He ha* his one-fifth and when 
he dies that one-fifth will become ancestral property. 

A. — Yes. 

Q. — ^Therefore. 011 that one-fifth all the shareholders will hare to pay. 

A. — ^Tes. 

Q.— But I cannot foliovv why the others should pay for a share of the 
property which they now possess. I think it would iuterfere with tlie 
Law of'ilitakshara. lYe are here to consider two aspects of the qucstiou — 
the feasibility and the desirability of the death duty. On the question 
of desirability, probably there may he no two opinions. But on the c^uestion 
of feasibility, there may he many opinions. 

A. — According to the law in Bengal, the person who is called the 
laria will be the absolute owner of the property. So far as the Hitakshara 
provinces are couceraed. my idea is this: either you must levy a duty so as 
to fall on all communities alike, or you must not impose _ that form of 
taxation at all. You cannot have it for some communities and exempt 
others. 


Q. — tFv di&ctdty is this: In a ititakshara lamily where jou ha\e rho 
[aw of primogeniture, it is vem* easy, because whether the man has ten or 
fifteen sons, the one sole proprietor can be charged_ at a certain rate. Bui. 
where the law of primogeniture dce.s not exLt. is it lair on 'ha-e wJio sne- 
-eS under a well-established Hindu Law that. l;ecau.ve t no knnn lia.s died 
the shares which they^ have been enjoying during the liietime 01 the latne- 
should also be assessed? 

A yry^noint is this : The onlv logical tooting that can be taken ac- 
cordin'^ to'vour argumeur would be that on the d^rth of e.rcli, tax Ins 
niHr Via?e T corSider that there are certain dnficnltic-s lu the way ot ni>- 
plvin- tiSt form of taxation to the joint lanuiy tor the re.ason that the 
birtii^of a child and its immediate death would laean 1, na e‘- 

p.irticub.iv Aiai-e which that child inherited^ on its mrtn. and ..nuh pa-.-.>- 
.ui its de.itli to tiie other members. Th.it is ti:e altern.itiie. 
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Q. — ^Wliat I was thinking is this: Suppose vinder the Mitakshara Law 
a father has four sons and he does not divide the property, though lie 
covid have done so. 

A. — If he had divided, then he would be in the same position as a 
Christian. He is the sole owner of the property and there is* no difficulty. 

Q. — Under the Mitakshara Law, would it be possible to make the 
differentiation in the case where there has been no division in the life- 
time of the father You saj' that theoretically thei-e are five shares. Let 
us not consider the grandsons now. Theoretically, _ each of the sons has got 
one-fifth share. Suppose the father dies. Now since the harta dies with- 
out partitioning, you can impose j'our death duty on the whole estate. In 
a case where the iiartition has taken place and sons have separated from 
the father and have been enjoying their respective shares in the property, 
why should you levy the dutj* on the whole estate? 

A. — ^You do want taxation on the joint family. Then thei'e are two or 
three possible alternatives. One is to tax every death on the particular 
share which the deceased person possessed at the moment in the joint family. 
But I think that would involve a harassing imposition of a tax which might 
have to be paid every year in a typical joint family. 

Q. — Suppose there is a safeguard in the case of minors and infants. 

Sir Percy Thompson. Q. — ^Would it be feasible not to charge on the 
death of infants on the ground that the infant is not entitled to demand 
partition? 

Sir T. Desikachari . A. — It will be entitled to demand partition in 
certain cases. 

Mr. Venkatarama Sastri. A. — If the theory of taxation is that the 
share passing on death should he taxed, then that child does pass a certain 
share. But I agree that safeguards could be devised. 

The Maharajadhiraja Bahadur of Burdwan. Q. — On page 389' you say 
“Either this mode of fixing the tax must be abandoned as unsuitable, or it 
must be laid down that the death of no member of the joint family who is 
not an adult or who is not above a certain age at death should involve the 
payment of the tax, except when he happens to be the sole owner of the 
property.” Suppose this suggestion of yours were accepted in some shape 
or other, then would not the alternative which we have been just discussing 
be possible? 

A.— Yes. 

Q. — That is, taking the duty at the death of each individual? 

A. — ^Yes; you can limit it to the share of the deceased. 

Q. — So do you think that that would be more palatable to the Hindu 
joint family than the other two alternatives which you have in your 
mind ? 

A. — ^I cannot say whether it will be. more palatable or not. 

Q. — ^Being a Hindu myself, I have also got to consider the question from 
the aspect of a Hindu. Therefore, we have also to find out what would 
be the kind of death duty which would be least objectionable to the joint 
Hindu family. 

A. — ^I do not think there would be any great objection in the ultimate 
proposal that I have made. 

0- — ^I want to make my illustration quite clear. Theoretically, each 
man had one-fifth share, because there would be no actual partition. Under 
the Mitakshara Law, you would levy the death duty on the whole estate? 

A. — ^We are trying to legislate. 

Q. — ^What I have in my mind is this. Let us suppose the son has 
quarrelled with his father and there is only one son, and during the life- 
time of the father there was a partition. Then the property becomes 
half and half. Supposing the property is worth one lakh of rupees, when 
the father dies his property is worth only fifty thousand rupees. I ask you 
whether you will be justified in levying a death duty on the value of one 
lakh of rupees or fiftj’^ thousand rupees? 

A.— I do not think it is quite unjustifiable. It is a questioia of choice 
between two alternative modes. 

VII— so 
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llie President. Q. — ^Would oiilier of those i^roposals be more 'likely 
than the other lead to the break-up of Hindu joint families by forcing 
partitions ? 

A. — I don’t think so. 

Q. — May'I make ray case more clear.? Supposing you have a graduated 
scale of duty, your duty voiild become more heavy on large estates. Your 
second alternative is to tax the whole property. Therefore, the levy would 
be higher than under the first proposal. Do you think tlie second alternative 
would not induce people to break up the family,? 

A. — ^There are other considerations which will keep the family together.- 

Q. — ^We have been told by some of the witnesses that this tax would 
sound the death-knell of the Hindu joint family system. 

A. — I think each one expresses one’s own views. 

Sir Percy Thompson. Q. — The idea of a death duty is to levy a dutj' on 
the property passing on the death of a person. Supposing you liave a joint 
Hindu family with assets of Rs. 1,00,000 and assume that there is the father 
and one son. The father dies; what is the value of the property passing? 
Surely it is wh-at the father’.s interest would sell for subject to the liability 
of the son’s claim. Therefore, would not the value of the property pas, sing 
be Rs. 60,000? 

A.— Yes. 

Q. — ^Therefore, before departing from the principle of charging on the 
value passing on the deatli of a person, strong reasons are necessary. Are 
there any? -If you make a restriction which is being suggested by the Maha- 
rajadhiraja that you ought not to charge on the death of minors, the 
number of deaths is certainly not going to be great. 

A. — It obviates some of the difiiculties that I tried to get rid of. 

Q. — Is it not quite fair? 

A. — Yes, my idea is both these methods would work finally, so far as the 
joint family is concerned, in exactly the same fashion. 

The President. Q. — When Sir Percy Thompson was referring to the 
second alternative, he meant the second alternative in the paper, is it not? 

A. — I understood what lie meant. 

Dr. Paranjpye. Q. — I go further. In England death duties involve suc- 
cession duty, because ordinarily there is no succession except at death. In 
European countries death duty and succession duty are practically identical. 
On the other hand, in the Hindu Law, death and succession are not identical. 
Property jiasses at birth also. On the other hand, if we restrict ourselves 
to a duty at death only, that will not be exactly on a par with the duties 
levied in Europe. While in the case of Christians death duties would be 
the same as in other foreign countries, in the case of Hindus, it would 
not be so. 

A. — I do not know that. Perhaps you are looking at it too logically. 

I think duties at birth caiprot be contemplated. 

Q. — I am not contemplating that. I am really in favour of your alter- 
native. 

A. — As far as I am concerned, I am not very particular which of the 
alternatives is taken. I do not want any harassing duty on the death of 
each child. 

Sir Percy Thompson. Q. — There is a logical reason apart from the ad- 
ministrative difficulty in not charging upon the birth of the child. 'Die 
dut 3 ' is paid when everybodj' can afford to pay. A child is born and takes 
part of tlie property belonging to his father. Surely the father can least 
afford to pay when his pocket is affected. The whole merit of the tax is 
th-at it is taken on a windfall. 

A. — I am not dealing with the case of taxation on the birLh of a 
child, but on the death of the child. 

Q. — The ground for exemption from death duty on the death of the 
child is substantially that he lias not got a right to demand a share for 
himself. 

A.— The question is has ho not taken the property ; and does it not 
pass on his death. You must agree that the child since it is born has taken 
a share of the famifv property and tlie family again gains on his death. 



WluiLover Iho roasoii.s may iio that wu j^ivo foi- oxomiitiiii; llmt cuhO, f Uiko 
it, ou tiio whole, ovoiyono i.s agiocd, thut tlicio is a ciiso for cxomptioii. 
You must exempt on one grovnul or another. 

The Prcsuknt to Sir T. JJesihtichari. Q. — 31ay wo know generally 
yonr reasons for limiting this duty? 

Sir T. Desihiichiiri. A. — If any tux ho imposed, tho exemptions that 
have to ha necessarily nnido should not he so great as to induce the feeling 
that one portion is taxed and another portion i.s exempted. That is what 
I Imve slated. 1. thevoforo, want to impose tho piol)ato duty only on wills 
not deposited nor registered. 

Q. — Would not that he vinei|nal to lax only people leaving wills? 

A. — If there he a will and teslamenlary succession tho por.son gels the 
property hy the will of the testator. He did not expect to get it. Practi- 
ealiy it was'given to him liy tiie testator. Tlicrc is no reason why he .shonhl 
gru'mblo if he has to pay a prohale duly. 

Q. — Von Avon’t exem[»t the present communities that iiay? 

A. — I won’t: I am not saying anything new..'rhe Imlian Christians have 
huon exempted from the necessity of ohtaining letters' of administration for 
tho wholo estate. They have hy a recent Act lieeii enabled to take only 
succession cerlifieatos for tho purpose of reali/.ing their debts. It was 
pointedly meutioued before the Civil .Justice Committeo that Knropcans and 
Anglo-Indians arc compelled to pay the lax. They are not Hindus nor 
cuuverts to Cliristianiiy, :uul therefore they have been paying the tax. ily 
own view is that in the joint Hindu family tlioro is no succession. Unless 
there is a sneecs-sion, there is no que-stion of death duty, hi South Kanara 
and Malabar, there is no division of iiroperty at ail. They cannot iiiulcr- 
stand anything like a duty on .succe.ssion. In Honth Kanara and in ilalahar, 
and also in Mitak.shura joint Hindu familicss, it aiipears to mo to bo going 
against tho long-cstahlishod tradition. By introducing this, yon will ho con- 
fusing and upsetting tho Hindu Law which has hcon respected so long 
by tho British Government. 

Tiic Frc-iidciit. Q, — [ understood tho Uon'i)lo tho Advoeatc-Gonoral to 
say that taxation need not alfect the personal law. 

A. — Ho was assuming there was succession when there is not. As pointed 
out by tho Maharajadhiraja Bahadur, there would lie a certain amount 
of intorforenco witli our personal laws. I .say it would load to tho hroaking 
up of the tradition which has been observed by tho British Govornmout over 
since they came here. 

Q. — They are cjuite separate — tho law of succossioii and taxation of pro- 
perty passing on death. 

T/ic_ ilahurajmlhiruja IJuhuihtr of Bunlwun. — Ho contends that, in lliis 
case which ho has mentioned, the property docs not pa.ss on death. 

.•\. — If a house lielongs to a father and a son, tho father is as mueli 
entitled to it as the .son. Each is the owner of tho wholo and part of the 
property to which ho is entitled, and neither of them can predicate any 
portion as his. 

Q. — He has a heueficial interest? 

‘ A. — As 1 understand Hindu Law, ho has no beneficial interest suck as is 

connoted by the term in any other legal system. 

ilfr. Venlcatarama Sastri. — Under tho English Law there are cases where 
the property passes by survivorship. Such cases under the Finance Act are 
treated as succession for taxation purposes. 

Sir T. Desihacliari. — There is another anomaly. A Hindu need not 
obtain letters of administration, yet if he Avants to get Government promis- 
sory notes or anything else of that nature under a Avill he has to obtain 
letters of administration or probate. 

The President. Q. — My point for the time being is this. A man dies 
under the present conditions in posses.sion of the joint familj' property 
that share is ascertainable and liable to probate? ’ 

— If be ascertainable by partition or by agreement and not till 

then. 
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'Mr. 'V eiilcatarama Sastri . — The executor does not take joint family 
share, but when he is called on to pay probate' duty he pays not only on the 
property passing by will but also on the propei-ty which is passing by sur- 
vivorship. 

Sir Percy Thompson, Q. — ^It is not necessary to show succession. There 
is a valuable interest in the property and it goes to somebody. I do not 
care who the man is. The value of the property is not lost. 

Sir T. Desikachari. — It does not go anjuvhere. The property was 
already there and the man was enjoying it. 

Mr. V enkatarama Sastri. — That is connected with the underlying meta- 
physics of the Hindu joint family system. 

The President. Q. — ^Would the increase of taxation on propei’ty passing 
at death tend to increase the number of partitions? Would it be necessary 
to accompany it by taxation of partitions .f' 

A. — It did not strike _nie so when I read it first. Divided or un- 
divided, that is the share which is going to be taxed. 

Sir Percy Thompson. Q. — ^If you tax the share, it does not matter? 

A. — Surely so. 

Dr. Paranjpye. Q. — In any scheme of death duties, you will have to 
obviously make some provision with regard to gilts? 

A. — ^I think three years is the rule in England. 

Q. — ^Would not a iiartition within the same period be practically a gift? 

A. — I do not think so. 

Q. — You say, “Succession duty will be payable on the death of a mem- 
ber of a joint Hindu family who has no ascendant alive, and on the value 
of the share of the family property to which he or his branch was entitled 
at his death’’, 

A. — Yes. I think one of the two things I was quite willing to have, 
and in each case I calculated what each system would work out to so far as 
the joint families were concerned. I thought the families would not lose 
anything on either alternative though I preferred one of them. If this 
Committee thinks that it is more logical to adopt the share of the man 
as the basis for taxation, exempting the younger members of the family up to 
38 years, I have no objection. 

Dr. Paranjpye. Q, — I will put to you just a concrete case, the case of 
a Hindu and the case of a European. There is one Hindu and one European; 
and neither has any son at present. Each has inherited one lakh of rupees 
from his ancestors. After each has been in possession, each gets a son. Well, 
the Hindu dies ; according to this system of taxation, the share of the pro- 
Xmrty will be chargeable with a duty on fifty thousand rupees. On the other 
hand, the European will be charged on one lakh of rupees. 

A. — ^I think if the European had lost 50,000 rupees before his death, 
he would be charged onl 5 ^ on 50,000 rupees. The birth of a "Son to the 
Hindu is the same as a loss of a certain share. 

Q. — In this case two iieople inherited exactly the same amount of pro- 
lierty ; each of them gets a son, but after all a Hindu on the death ol his 
father will be chargeable on a jiroperty of 50,000 rupees, whereas tho 
European on 1,00,000 rupees. 1 consider that this is a great inequality 
between the two. 

A. — There is a compensation. The Hindu son, if he dies before his 
father, pays a tax on Es. 50,000 which the European’s son does not pay at 
all. 

Q. — Take tho ordinary case; tho son will die 30 3 ’ears after tho death 
of the father. 

A. — 1 am considering the case of the son dying before tho death of tho 
father. The Hindu does pay a tax. 

Q. — Take the ordinary case over a generation of 30 years. In each 
case at every interval of 30 years the Hindu family will pay on 50,000 
rupees, whereas a European family will pay on 1,00.000 rupees? 

il/r. Venkutaramu Sastri. A. — ^No sj'stem of taxation can be quite 
logical. 



sir Percy TlioinyHon. Q. — If ;\u En^Hsiinum did voluntiii’ily whut the 
iliiulu doc3 by Jaw, lie would l)o in lliu ^auio pcttilion as tlio ilimlii. Wlioro 
is Uu) iacquaiity? 

J)r. /'(trail /]>!/<:. — No inutitiou could bo stopped, if a Hindu consciously 
and dcUbeiutoly loaves llio properly, llioy will lie on tlio .saiiio level. 

Mr, VcnkularuiHn Sustri. A. — In the ca.se of a iliudu 50,000 rupees is 
lost on the birth of the .son; it i.s not lost in the ca-so of a European. 

The rresident, Q . — You .say that the percentai'e payable by way of 
eouvt-fces decrca.ses lus the claim in suit increases in value, while the succes- 
sion. duty incrca.so.s in percentage a.s the estate inci cases in value. Is that 
right f Another judicial authority has put it to us that it ought to bo tho 
other way: tho bigger the value of the .suit, the liigber should be tlio rate, 
lie would graduate llie court-fees just as you would graduate your succe.SbiQA 
duty. 1 wanted to a-sic you whether yon agree \rilli him. 

A. — i think nut. If a man ha.s a largo e.slate to recover, should he l>o 
made to pay heavy duty when not in po.s.ses.sion of the proi)ert 3 ' before ho 
can bring tho matter to tho court? Tliat is what it conic.s to. You know 
tho judicial administration already pays its way and leaves a balance. 

The Fresident addrc.'i:>iiuj Sir T. JJe.uhiicItnri . Q. — Did you find tliis 

anywhere during the course of your tour with the Civil Justice Committee;? 

A. — Everywhere except perhaps in Burma the court-fees collected wore 
not commensurate with tho e.xpeiiso of obtaining probato or loLtois of 
administration and in Calcutta I found that there wa.s a sniistantial sum 
loft over. Even supposing yon tidtc into account pensions, buildings and 
certain other things couiicctcd with the judicial administration us part 
of the cost of that service, still a substantial sum was left over for general 
purposes. 

Dr. Vuranjixjc. Q . — Did you make any allowance for tho time taken oy 
the judgo in admiahlering criminal justice? 

A. — Wo wore not given any particular terms of reference with regard 
to sucii matters. But wiiiie.ss aiter witness .said tliiit the courts were paying 
much more than was needed for tho service rendered hy them. 

The President. Q. — You did not make any analysis of tho figures? 

A. — 1 made a rough analysis, ^fy idea was that in most of tho pro- 
vinces after paying for both criminal and civil justice, there was a sub- 
stantial sum left over wliich was being utilized for other purpo.ses. 

Q. — Did your calculation include probate fees? 

A. — ^Yo-s. The sum collected on succc-ssion duty and probato duty has to 
bo included in tho calculation because they avo both collected as fees nndov 
the Couvt-fee-s Act. As I pointed out very little work is done by tho court 
which grants probato or letters of administration. 

Q. — The stamp duty on a bill of entry has nothing to do with court- 

fees. 

A. — Anyhow' yon collect it not as a tax, but as u fee for tho services 
rendered. 

Q. — Should we not analyse and eliminate Laxe.s on transactions — court- 
fees, stamps, bills of entry, etc.? 

A. — I have not the slightest objection to have it done, but the difference 
in tho net result is negligiiilo. My idea is that court-fees are collected out of 
all iJroportion to tlie services rendered by our court.s. 

Mr. Venkaturama Sustri. — On that partievdar question one reason occurs 
in the case of succession. If a man gets property , by death, you get a 
share in increasing ijroportions as the property goes up. In the case of 
court-fees he is suing for the iiroperty which he may or may not get. You ara 
giving him simply an opportunity to place the matter before the co\n-t. 

Q. — ^Would you take any extra court-fees if ho succeeds? 

A, — In some cases it is allowed. A pauper sues without any court-fees 
and pays after success. But I do not know if it is possible to make any 
distinction between the case in which he succeeds and in which he does 
not succeed. I am suggesting the reason why in the case of succession duty 
the tax increases when the property goes up in amount. 

Sir T. Desikachari. — ^You are putting a question to the Hon’ble Advo- 
cate-General as to the amoupt of court-fees to be paid in proportion to the 
value of the suit. I find that the work done by the court in a money suit 



of anomaly m that matter T rln iin+ +Tn’-,i- •+ - J-^ei© is a great deal 


Inc President. Q. ^Is a fee levied for such suits in the High Court? 

StlStvi^ T1i 6 Court rtP T+4-* C 

on the Original Side. ^ of sitting fees 


A. In Mysore I think there was a scheme to collect 
in the first instance for the whole suit and to remit a portion of 
po^^'ested. With reference to injunction suits which 
1 elate to pi-operty of high value, we should not allow the plaintiff to valSe 
his own suit, although it may be necessary to value the property itself in 
order to get possession of the property. i i j- 

Mr. Venkatarama Sastri. A. — think there is provision regarding the 
marking of rules for the valuation of such cases under the Suits Valuation 
Act. Iii6 power lias never been exercised by Government. 

Q. — ^We cannot compel the High Court to do that. 


Sir T. Desikachari. A.— The Government and the High Court have to 
inaKe lules under tne Suits Valuation Act in order to make court-fees ap])roxi- 
inate as far as possible to the value of suits both for purposes of court-fees and 
jurisdiction, but nothing substantial has been done. 

Q. — That Act is practically a dead letter? 


A. — Not exactly : some rules were framed but they are crude. For 
all purposes practically valuation for court-fees is the valuation for purposes 
of jurisdiction. So, if I institute a suit for injunction with reference to 
property worth three lakhs of rupees and ask for an injunction valuing the 
claim at Es. 3,000, that suit will go to the District Munsif whose jurisdiction 
is up to Es. 3,000 and not before the District Judge. The court-fee is paid 
on Es. 3,000 and not on three lakhs. There are many anomalies of this kind 
which have to be corrected if you want to levy your court-fees on a rational 
basis for services rendered. 


Q. — Would it be possible for both of you to give us a few notes cn 
detailed items of the schedules : the whole thing wants recasting. 

A. — We Avill try. 

Q. — ^^Vould you please exijlain yoxir statement, '‘In trade accounts 
maintained in the mofussii as they are now and are bound to be for a 
long time to come, acknowledgments of probative value have to be accepted 
in evidence by a sti-aining of the >jrovisions of the Stamp Act” ? 

Sir T. Pesikachari. A. — Let us take a busy municipal area where you 
find documents signed without any stamix in effect ixroniising to pay a sub- 
stantial sum of money. What courts noxv do is to treat them as not bonds or 
as promissory notes, but as acknoxvledgments or as agreements not othorwiso 
provided for, and collect eleven times the stamp duty payable on that basis; 
it so happens that these acknowledgments or undertaking? to pay ai^e really 
chargeable with Es. 60, Es. 60 or even Es. 100 as stamp duty and tneieloic 
eleven times that would be Es. 1,100. Tliat sort of anomaly exists and 
courts in order not to harass litigants and for rendering substantial justice, 
do not shut out valuable evidence and often construe instruments winch are 
not acknowledgments as acknowledgments or agreements not otherwise pro- 
vided for. 

Q_ — The reason for that is that the duty on a bond is too high. 

A. — The penalty is too high. 

Sir Percy Thompson. Q. — ^Ts the penalty ten times the duty? 


A * ~ Yes. 

The President. Q. — fn the case of one-anna stamp, there is no penalty 
at all; you must prosecute. 

A -o,,!. sunoosiiig there are a large number of acknowledgments ulneh 

may .■eqSfe aya,..Um.. the oo.irts a™ inclined to adnut then, n, 

evidence in order to do justice. ■ i • 

Mr. Venkatarama Sastri.—As unstamped aeknon-Icclgmcnts 
sible, courts treat them as, agreements and levy penalties on that looting 
in order to do substantial justice. 
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Sir T. Dt'siliichari. A. — TIiu C^ivil Jii.stito C'oiiiiiiittoo Imvo rocomiiioiuled 
writing iiml vogi.stnitioii in itumy Iran.sactioii.s wliiili are nob covored l).v 
the existing law, but under the existing law, tran.saetion.s not covered by 
tho Transfer of Property Act need not be in writing and, therefore, need 
not bo registered. 

(J. — Practically, that impose.^ a duty in dealing with transactions not 
hitherto retiuiring* regi.stration in such a way us nut to penalize, them. 

A. — You may tax it iit a particttlar manner, lint you ought not to \i.so 
tho ordinary Stamp Imw for tho purpose of taxing document.s which are 
required to be in writing and registered for tho purpose of effecting a 
judicial reform. t 

Q. — Does it not mean that wo have to stiggcst ailditions to tho .schedule? 

A. — Yc-s. With a differential rale between document.s which have not 
been coinpellod to be in writing hitherto and those which are to lie 'jomi)olled 
to be in writing heretofore. 

Q. — Isn’t that going to ho tiitlicidt.r 

A. — Xo. There are hardly half a dozen sections in tho whole of iho 
Statute Latv nupn'ring written instruments. It there is a writing it must 
bo registered. What requires writing now conipri.ses hut a very few 
transactions. 

.1/r. Vcul.dfuronia Sti.shi. — 'I'liat has a bearing only on the civil dolay.s: 
they tvant transaction.s in writing in order to .save time in tho trial or 
smt.s 

Q. — If their recommendations are carried out and the Stamp Law is 
not modified .simultaneously, there would be a great hardship. 

A. — Yes. Things which escape slainii duty now woidd be heavily taxed. 

Q. — ^'riic point is that the duty of haviirg it in writing is rather severe. 

A. — ^Y''es; hut it is ab.solutely ncce.ssary to impose it, if you are n <t 
going to increase tho number of law courts and if you desirt' to put an 
end to tho law’s delays and irre.sont perjured tc-vtimony. 

Q. — Actually a few years ajto the fee for registration of a will was 
increased as a 'measure of taxation on disirositions : your recomniendaiion 
is that every pos,siblo facility should be given to people to regi.ster wills. 

A. — I want to have all wills published and registered in.stoad of having 
oral testimony. If they are deposited before the Registrar, tho same duty 
sbould not bo charged as a probate. If they are actually registered, you may 
treat them in a differential manner, and if the will comes heforo lIio court, 
wiihout deposit or registration, levy the usual i)robato duty. 


Sir K. V. EiEDDI, Xt., T/I.T4.C., Madras, was next examiJied. 


Written memorandxtm of Sir K. V. Ileddi. 


Q. 1. — The statistics at present available are neither 

because they do not give full information 

countries 


adequate nor 

reliable. They are inadequate, because they do not give full infori 
and they nowhere approach the fulness which statistics in other coi 
have reached. A reference to iiaragraph 23G of tho Indiair Cotton Co;ij- 
mittee’s lleport ' will show that there are as many as .si.x agencies wiiicli 
collect statistics in the United States of America. 'J’here is what h known 
as the Ci-op Reporting Board, then the Bureau of Croj) Jistimates; there 
is an agency known as State Field Agents; also the voluntary (:roj> 
Reporters, Crop Specialists and Crop Correspondent.s. In [jidia we liave 
no such agencies, and such agency as avo have is ill-paid and ill-eqnipiiod, 
having no conception of the advantage of the.se stail-.tics. A.; Alinister of 
Agriculture I had considerable difBculty in inducing ijna .’I;i'jra/j,e'/t;,lati'''^* 
Council to agree to the appointment of a Stati. ti"al 
tor of Agriculture. That the pre.sent statistics at-e 
Annexure A itself. My own personal experienff* 0 / i 
crop estimates ai-e prepared by tlie /;«/■/!«//( s ieave-, 
that these statistics are absolutely unroJiabJe, 


A-,'.ivtant to the Direc- 
•jn.'cliahle i;-; clear from 
Le in which tho 

no doubt in iny 
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estimates mentioned in Annexure B, I niav nerlians 
estimate ^ the agricultural wealth of the Madras Presiden^v 
She?w of Agriculture, Madras. It was preparS 

of his successors. If the time at mv dis- 
posal were suificieiit, I could have unearthed my own copy' of it but a 

io Agirculture may result in a sSppfy m’ a copy 

OVPO f P criticisms to offer on the several estimates 

tW^+b«? ”^^070 that almost everyone of them is far fi-om truth, and 
® "mostly of guess work, or at least based upon 

incorrect data and that they are wrong statistics. 

Q. 3. Our income-tax statistics are inadequate and even misleading. 
We have no statistics for de^fch duties at all. Fui'ther, our country is jui 
agriculture country, and estimates of national income can be prepared ouJv 
rroni a difterent and more exhaustive kind of statistics. 


Q. 4.- It IS difficult to suggest improvements without involving legisla- 
tion, or large exiiense. Without legislation there will be no obligation on 
landholders and cultivators to give correct information. Without expense 
no statistics can be collected. If omelettes are to be made, eggs have to 
be broken. The only suggestion that I can make is, that if and when we 
find a cO;operative society in^ every village, such society alone can furnish 
full and correct statistics of Its village. Until that time is reached I have 
no hope of securing adequate and reliable statistics. 


Q. 6. — I have no objection for undertaking all-India legislation on the 
lines of the Bombay Bill. But if the object of such legislation is to secure 
statistics to form a basis for estimating tlie national income or national 
wealth, I inust say that the legislation will be infruetuous. Our national 
wealth mainly consists in land, and our national income is chiefly from 
its yield. The three classes of information mentioned in Q. 6 do not 
cover the kind of income that I am speaking of. I therefore doubt the 
utility of any such legislation, though no doubt, within a limited sphere 
and to a certain extent, the proposed statistics will have their o^vn uses. 
To a non-industrial province like Madras, the suggested legislation lyill 
not be of much use. I cannot therefore advocate the undertaking "ol 
all-India legislation of such a limited nature. 

Q. 8 . — 1 do not attach any importance to the enquiries mentioned in 
Annexure 0 so far at least as Madras is concerned. If I may say so, 
with great respect to' those concerned, the “Settlement Reports” are one 
sided, “Rural Economics” is but a name, “Some South Indian Villages” 
is unreliable and “The Economies of a Coimbatore village” is a camouflage, 
though my recollection of this last article is somewhat hazj'. These records 
are absolutely inadequate and certainly not reliable to form the basis of an 
estimate of the incidence of taxation. A regular economic survey alone, 
which can be conducted only after co-operative societies are established in 
each village and only after they take root can supply full and reliable in- 
formation necessary for such purposes. At present the people will be nn- 
Avilling to give out the details of their family budgets, their debt or their 
income. They naturally suspect that their taxes will be raised. "Wnien a co- 
operative society, say a credit society, establishes itself 'n'ell in a village, the 
important members thereof will know the ins and outs pf _ almost every 
family in the village. They will know the advantage of statistics. They will 
co-operate with the Government. Wlien that stage is reached, it will bo 
easy to conduct an economic survey with the accuracy almost of the liopula- 
tion census. Any earlier attemi^t will be doomed to failure and will only 
end in enormous cost. 


Q 10 .— Only about S lakhs of revenue is derived in the Madras Presi- 
dency from sales of ivaste lands. This amount is bound to be reduced _ as 
years advance. The waste lands are generally given on darichast for nothing 
no doubt on condition of paying the annual assessment. Trees exisnng 
on the lands so granted are valued and the value collected but this does 
not come to much. As regards penalties, I know; only the case of penal water- 
rate charged against persons wdio cultivate their dry lands with_ Go-verimmut 
water without obtaining previous permission thereto. Occas^ionallj 
penal alsessments reach^'high figuVe in the Godavari and Kistna del as 
Uere sometimes ten times the usual rate is charged. But I am not 
enamoured of the distinction betiveen tax revenues and non-tax imonnc.s. 
Very often it is a distinction without a difference and from the bcaior.s 
point of them it is absolutely immaterial. 

Q 13.— A bare return on the capital invested should bp tlio endeavour. 
The element of tax will appear if a monopoly profit is realised. 



Q, 14. — Theoretically speaking, reveiirte from all the classes mentioned 
herein is generally treated as non-t^x revenue. A to D are classed tis 
revenue from Government undertakings. Cinchona perhaps will be treated 
as reveuxie from a social service rather than from a piiblic undertaking. 
I have already submitted that I do not hud much difference between tax 
revenue and non-tax revenue. I believe Hadley treats railway rates as 
taxation but I am not cpiite sure of this. At any rate where the railway 
charges exceed a certain rate that could cover interest, depi’eciation and the 
rest of it plus a reasonable profit it would undoubtedly be in the nature of 
taxation. 

Q. 15. — The charge for water supplied in the- two grejit deltas of Goda- 
vari and Kistna is not only adequate _ but more than that. The great 
anicuts of Godavari and ivistna were originally constructed when the raio 
of interest was 3 or 4 per cent. To-day we are paying not less than 20 per 
cent. In the beginning the rate of water cess was only Ils._ 2-8-0 per acre 
and the area irrigated was* very small. The rate was increased from 
lls. 2-8-0 to Rs. 3 and then to Rs. 4 and hnally to Rs. 5 the rate prevail- 
ing at present. And the area under irrigation has gone on continually 
increasing with the result that to-day the investment on these tAVO great 
works of irrigation is, as slated above, fetching a return of not less than 
20 per cent. The rates Avere originally fixed on the simple principle of 
getting the interest on the investment providing for depreciation, etc. 
Later on, considerations of revenue induced the increase in the rates. Of 
the five plans suggested in the question, I certainly prefer the first alone. 
The last will be contrary to public policy. The second and fourth introduce 
an element of commerce. The third is perhaps justifiable on the principle 
of betterment taxes but all the last four plans ignore the principle that 
the main pui-pose of irrigation is inci’ea.sed production and national ivealth. 
Irrigation Avorks should be undertaken as a matter of duty of the State 
and when it is remembered that hationalisation of Avater, more than even 
nationalisation of land, has obtained in this country from time immemorial, 
commercial calculations and similar considerations shall have no place there. 

Q. 16. — The aboA'-e ansAver meets this rpiestion. I can understand that 
if a certain irrigation AA’ork can be undertaken onlj' Avith a rate of water 
cass far aboA'-e the existing rates, such a higher rate can be imiAosed uimii 
lands noAAdy brought under cultivation Avith the aid of the neAV irrigation 
Avork. Such a principle is recognised in the Madras Irrigation Bill. A 
lump sum ' contribution can be taken only if the rates to be imposed is 
intended to meet the interest, etc., upon the amount AA^hich the Government 
may liaA’-e to invest in addition to tho lump sum contribution. No better- 
ment tax can reasonably be imposed Avhere the cost of betterment is contri- 
buted by the people concerned and not by the GoA’-ernment. 

Q. 18. — Court dues are no doubt payments for services rendered and 
are non-tax revenues like the earnings of the railways, traniAvays, tele- 
graphs, etc. But as I have said often I make no difference betAveen such 
revenues and revenues derived from taxes strictly so called. In one sense 
all revenues are borne by the ijeople and as such should be treated as 
taxes. The distinction is only useful to studeiAts of the science of taxation. 
To the practical financier and the tax-payer, they are all burdens upon 
tho latter and -revenues for the former. 

Q- 21.— I do not also make any distinction betAveen direct and indirect 
taxation, or between^ voluntary or optional, and compulsory taxation. The 
very diversity of opinion disclosed in Annexure D is my reason for tlmt 
position. 


Q- 22. — This question does not arise in the view I^took above. 

Q. 23. — ^I do not agree. 

Q. 24.— Tn the same Avay as I regarded above, in a c-oxnrrj India 
Avhere the taxation is already unbearable not becau.se it is , re^-nrL-7- 

the country is_ poor, OA^ery neiv tax is ha-tsi. V-en 

ri is so. It ' is much mors 30 fz. c.~^cGmr^ 

like India. It is doubly so Avhen it is remembersd xLix cqunziv 

and leviers are not directly responsible to the -psicls. ~ 
needs becoming complex evei-A'- 

civilization and contact AA’ith foreign nation.- “ 

of revenue. But in this country situated 'Is wi 
advise the imposition of any new tax, un >=5 ~ 

and until some_ degree of responsible --- 

Government of India. After tlmt is == 

then, it IS a question of choo-in'^ 

TII-61 ' " ' “ 
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some and slionld be imposed only when it is unavoidable. Tn doin" so 
of equality, ability, eertaiufcy, ela.sticity, economy, ami coiivo- 
iiience of collection and other canons desenbed in text books on taxation 
can be attended to. I am making these observations’ here because it may 
to^thk^questio^ii space, though they do not arise directly in answer 


Qs. 26 to 32. I Imve already answered a portion of these questions in 
my answer to Q. 24. By the maxims enunciated by Adam Smith, I suppose, 
are meant (1) eqiialitjq (2) _ certainty, (3) convenience of time of payment, 
.(4) economy of collection. Tlie other qualities of (o) elasticity, (6) 
sulfaciency, and (7.) productivity— are mentioned by subsequent writers such 
as Bastable. Findlay Shirras in hi.s ‘‘Science of Public Finance” has 
.stated them in the modern form in Cliapters Xllf and XIV of his book. 
I hat is the latest book that 1 have come across. Now, I agree that every 
iiiember of the comninnit 3 ' .slioidd pay some tax, the onlj' condition being 
that lie should be able to paj'. That is the oulj' exemptiou I would make, 
but it need not matter if he piiys in an indirect form. The oulj' considera- 
tion should he — does not every member contribute his share towards the 
expenses of the State.P — ^the benefit of whose laws and institutions .and the- 
protection of whose arms, he is enjoying. I also agree that taxation is a 
proper accompaniment of representation. But the converse also must be 
upheld. While I will not give a vote to one who does not pay any tax 

direct or indirect, I will not pay any tax unless I am given the right of 

representation. I do not mind whether the tax is direct or indirect. I 
do not approve of 'poll tax or capitation tax. These are ancient taxes 
now out of date. To the Indian mind they cany with them some idea of 

oppression and even degradation. The levy of this tax does not conform 

to the one test that I maintain, namely, ability to pay. These taxes, are 
also subject to the objections of inconvenience, of uii 2 Jroductiveness, and 
expense of collection. At an.v rate, these taxes are ceriaiulj* more objec- 
tionable than the salt tax and the customs duties on cotton, kerosene, or 
matches. Excise duties on cotton are most objectionable. That is because 
they stifle growing industries in this country. Again, when it_ is a case 
of choice between two taxes, the pros and cons will have to be weighed from 
every standpoint and the balance of advantage will have to decide the 
issue. 


Qs. 33 to 47. — If a substitute is required for an existing _ tax which 
IS to be abolished, I could advocate an increase in the rates of income-tax, 
and in doing so, I would applj’ the increase to all classes now subject to 
iucome-tax. I will not show any faimur to incomes derived from jiroductive 
enterprises. But I will certainly agree to enhanced rates on unearned 
incomes. It is of course not practicable to make allowances for the number 
of persons supported out of particular incomes. But an average family 
in India maj' be treated as consisting of five members, and allowance 
can be made on that basis. I consider that the Indian super-tax on 
companies in its present form is justifiable. I am in favour of the exemp- 
tion of incomes derived from agriculture from the operation of the income- 
tax, so far as the actual earnings of the farmer or the cultivating tenant 
are concerned. In the ryotwari areas, I would iirefer taxation of agri- 
cultural incomes if permanent settlement *is introduced. If that is not to 
be, the farmer’s earnings should not hear an income-tax. The case of 
the absentee landlord however is different. I think lie ought to pay income- 
tax iu addition to the laud tax, though the rate may bo somewhat lower 
than that payable on other incomes. The danger of laud passing into 
the hands of the professional classes and money lenders mostly roinilcnt in 
towns is growing day by day. Tlie proverbial chronic indebtedness of 
the rvot is at once the cause aud re.sult of the loss of land, n only to 
nrevent this, I would compel Aho absentee landlord to pay, incomo-tax oii 
the income from his lands. I do not want land to pass into ^ho haiid.s ol 
absentee landlords, and, to achieve that end also, I would resoit to this 
income-tax. I want his spare capital for the development of Industrie.^, 
and it is essential that a check should bo placed on his inordinate dasne 
to invest his earnings in land which lie can never himself qnltnate. Absen. 
landlordism is in some measure accountable for .shortage lu procluctioii. On 
that ioS^d also, I object to Ins purchase of land. 1 cannot say whether 
the computation of Shah aud Ivhambata is any way nearer the tiutl . 

Without ^accurate statistics of the W nf ' bT 

mate must necessarily be conjectural, llio Indmn ; A’ ; i x 

which an income is not liable to income-tax is not I am based 

mainly upon any considerations of allowance towards the subsistenco os 
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the mombors ol' Lho faiuily ot Llio luakoi- of llio iiicoiiio. It is also duo 
to lho. fad tlial ilioho wlioso mconios aro boiow Its. 2,000 oauuot kcop 
icnilar accounts, and thorcforo aro not in a position to provo their incoinos 
with any amount of accuracy. 'L'ho olcnionts of certainty and productivity 
may have played their part in fixing this limit. Ability to pay must 
no doubt have been one of the considerations, but how tar allowance tor 
subsistance was taken into account is more than 1 can toll. Tho case of 
land revenue differs from this income-tax. It is easy of ascertainment, ainl 
easy of collection. I do not think that tho examplo of land revonuo should 
bo invoked to reduce tho present fimit of taxable incomes. f do not 
think that income-tax can be said to bo a tax on. honesty, i do not know 
liow far matters arc imprpved by tho growth of accountancy profession 
or by tho exercise of more eflicient control. India is not as fur advanced as 
I'higiand or France, and I will not advocate tho prescription of any siiecial 
form of account by tax-payers. I cannot agree to tho publication of tho 
particulars of private incomes in ibis country. I am not satisfied with 
tho present arrangements in regard to a.ssessments on the previous year’s 
income. In tho vear 192;{-2t J was Minister in tho Ciovernment of iMadras 
and had drawn a salary of about Ks. 00,000, but I was charged income- 
tax on an imaginary income of Iks. 50,000 on tho basis of tho previous year's 


income. 


(J. -iS. — The observation contained in tlie tiuotalions are all true in 
their own way. The rule that necessities should not bo taxed is cpiito a 
good rule, biit is only ono of tho many rules that guide taxation. 

I have said above, when the question is lietween two different taxes, it 
can lie answered only liy a consideration of tho advantages and disadvan- 
tages of each and by seeing on which side tho balance of advantage lies. 
In fact, even this may not suflice. By the practical financier, oven political 
considerations may have to bo thrown into tho scales, and .such considera- 
tions may sometimes turn the scales. Definite statements and enunciations 
of principles aro quite all right and o.xcellent in tho pages of a text-book. 
Bub other considerations might outweigh these principles in practical 
politics. 

(i. 49. — I cannot deal with each of tlio 31 or 35 articles mentioned 
in this question. I object to excise duties of all kinds oxcoptiug on 
articles mentioned in my answer to Q. 32. iMy objection is all tho moro 
strong in cases where Indian indu.stries had to struggle against tho more 
eflicient foreign industries. 


Q. 50. — I cannot say anything definite about tho graduation being 
practicable. It depends upon tho iiarticular articles chosen for progressive 
taxation. But there is justice and reason in this progre.ssivo principle. 
Its application ought to bo practicable in tho case of select articles. For 
.instance, why should not high-class drinks bo taxed at a biglier rate than 
low-cla&,s ones';' AVhy should not a 200s. line cloth be taxed at a higher rate 
than a cloth of 40s';' 


Q. 51. — I have no_ objection to tlio statement quoted in this question. 
But I will lay stress ’upon the fixed necessity mentioned in it. If there 
is no other alternative I will certainly accept a tax on salt, but if .a 
substitute can bo found which iJosscsses all tho virtuos attributed to salt, 
and the tax on Avhich does nob fall iqjon the poorer classes or upon neces- 
sities, I will certainly prefer such an article to salt. 

Q. 52. — If the assumption is right, the conclusion is perhaps indis- 
putable. But I dispute tho accuracy of the assumption itself. 


Q. 56. — ^It would not only bo proper but absolutely necessary to impose 
a protective duty on imported salt, making it almost impossible for foreign 
salt to be imported into this country. It is said that all that is required 
for the production of salt is plentiful sea water and a bountiful sun, with 
both of which God has blessed this country abundantly. We have the 
longest sea coast and the sun shines brighter in India than in any other 
salt producing country. The machinery required for refining salt is of 
the simplest nature. Why then should salt bo imported from Liverpool 
or oven from Aden? Facilities Avould seem to have been afforded for tho 
importation of salt into India. It is said that it costs much more to send 
one maiiiid of salt from jMadras to Calcutta than what it c<Sts an Englisi’ 
iiierehaiit to send the same quantity of Liverpool salt from Liveimool 
to Cidcutta It IS these facilities that are responsible for this importation 
The Bengal consumer will not suffer in the long run, and if only facilities 
of easy conveyance are afforded, Indian salt can be sold in Bengal as 
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elieap and as lefiucd as the Liverpool salt. Further tho llpiHr.,l; i . . 
f short " ungrudgiugly the adclitioidtLeu Z 


anticipate the iiitroductioii of a policy leadiu" to loh<il 
prohibition m the near future, in particular areas to^be^fi nitt Pro^niS 
Legislative Councils will put pressure on ministers who will be compelled 
to make a beginning in the introduction of such a policy. comptiieu 

,7 , ^’7 ’Tkere will pf course be a loss of revenue, but I do not admit 
that the policy would involve a large expenditure for its cnforceinent for 
in beginning, some staff will no doubt bo necessary 

to pevent illicit manufacture. But as time advances, such precautions will 
bo unnecessary. When the manufacture of toddy licpiors was prohibited ami 
Him introduced 111 its place, it was very nuich apprehended that' illicit 
manutacture ot an-ack from toddy would be difficult to bo stopped. To-day 
there IS no such illicit inauufac^re at all, except iu insignificant quantities, 
and that perhaiis 111 the interior of forests far removed from civilization 
A similar conseciuence may follow total prohibition. Tho loss of revenue 
must of course be recouped by finding fresh sources of revenue. I do not 
appl-ove of a super-tax 011 land revenue. But I agree to a provincial 
surcharge on the income-tax the rate to be determined according to circum- 
stances. A succession dut5'^, a tax on tobacco and an emiiloyeo tax have my 
approval. If by totalizator duty is meant a tax on tickets imrchascd at 
the races, I have no objection to it, hut iu our province tho rcvemio from 
this source may not exceed five or six lakhs. T do not know what is meant 
by taxation of “futures”. I wonder whether it refers to, wliafc aro known 
as forward contracts iu law pr a .system of business known in tho Bombay 
market as Aditya Sj'stom. These forward eoutrucls have proved tho ruin 
of many a family. There is an element of gambling iu them and at one Limo 
the Bombay High Court refused to cnforco theso contracts. Later on, 
however, these transactions were recognised iu law and aro now euforcible. 
If a tax on these transactions can be collected from the party benefited, 
it would perfectly be a just tax. But it is open to tho objections — ( 1 ) that it 
is not certain, ( 2 ) it is not productive, ( 3 ) it is not easy of collection, (- 1 ) thoro 
is 110 equality. But it satisfies the coiiditiou of ability to pay. Ju other 
u'ords, it is an income-tax. While these transactions aro voiy common in 
Bombay, they are few and far between in Madras. Excepting in tho cities 
of Madras, Bellary, Coimbatore and Madura, I know of no placo where 
these forward contracts are entered into on any apprcciablo scale. I do 
not approve of an increase of local fund cess or a transit or terminal tux. 

Q. 63 . — As an advocate of total jirohibition, 1 need not answer this 
question. In fact, the observations quoted iu tin's question iu a way support 
luy position. Dalton, for instunco, admits that tho use of aleohot is an evil. 
He advocates a reduction in consumption and a reduction of tho evil ho 
considers to be a “positive good”. Will not tho comploto eradication of 
the .evil bo “superlative best”, if I may bo allowed tho expression? Again 
Jones calls drink a harmful luxury sufficiently uudc.sirabIo to justify its 
limitation. I am ono of thoso who hold that it is wholly umlesirublo to 
iuslil'.v its proliiliition. According to Jones, tho object is not only roveiiuo, 
i»uL also tlio deliberate diseouragomeut of u-so of tho artielo. in my opinion, 
this is a somewhat iiicoiisisleiit position. In tho fiast place you malco money 
out of vice In tho second placo you aro bound to oncourago con.sumption 
in Uie iuLcrcsls of your revenue. Maximum revonno and minimum 
consumption aro to a certain extent incompatible). ^ ^ ^ 

Q 73 Tiio Tarilf history of England disclosc-s the advantage 01 coulimiig 

t-u-ilf to 51 few articles, instead of imposing duties on ail imports. How tar 
sfieh a pHndple is appliealilo to India is a matter ol some doulj -Nor can 
wo oxcludo (lucstions^ of inotcctiou altogether m this country. Lngbiiid i . 

;; hiSdyldvS^ ndust/ial county. Wo iiru produce.. « 
importors of all kinds of mauulactnml articles, ft 1. diliunlt to 


-Oils it** * 

articles should pay customs duties 011 our shori'.^. 



wlicrever 2)os.sibIe. 
our importers. 
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Q. 87. — i approve of taxing advertisements, auction sales, banking 
transactions, betting, entertainments, insurance, luxuries and tourists. 

Q. 89. — I agree the collection from judicial stainjis should not exceed the 
cost of judicial administration. As they saj’^, justice should not be sold. 

I do not admit that resort to the law necessarily implies ability to pay. 

I have known many clients who have borrowed for litigation and many more 
who are ruined by litigation. 

Q. 90. — I do not agree with Hohson. 

Q. 93. — ^Registration fees need not be limited to the cost of Registra- 
tion including jjay of staff, pensions, buildings, etc. A special service 
providing unimpeachable evidence of the transactions deserves a return 
which may very reasonably exceed the co.st. 

Q. 95. — I prefer a more general extension of the entertainments tax. 

Q. 96. — A tax is a contribution to the j)nblic exchequer without reference 
to any special benefit. Rent is a return for having enjoyed a special benefit 
from the use of another’s land. It is not professed that this definition is 
exhaustive or even anywhere near it. I know of the two land systems 
prevalent in the Madras Presidenej^ the ryotwari system and the zaniin- 
dari system. That which the zamindar collects from the tenants is admittedly 
a rent, that which the Government collect from the ryot is called rent by 
the bureaucrats and tax by the democrats. The controversy is an age-long 
one. I do not know if any useful ijurijose will be served by entering into 
this controversy now. But I do believe that tlie British misconception that 
land revenue in India is rent, is responsible to reduce the prosperity of the 
rj'ot and is one of the factors that contributed towards the chronic indebted- 
ness of the ryot. Historically and economically, land revenue should bo 
treated as tax alone and for the considerations which weighed with me in 
accepting that position I would refer not only to the writing of the late 
Mr. Dutt, but also to the recent book published by Mr. Vakil under the 
name of “Financial Developments in Modern India”, pages 339 to 350. 

Q. 97. — I have already stated that the’ prosperity of the ryot is affected 
to some extent by the land tax. There are, no doubt, other causes at work. 

The joint family system with its consequent manifold expenditure without 
a corresponding increase in the eaiming capacity, extravagant marriage 
expenses, ever increasing with the multiplication of members and their pride 
and vanity, a chronic inherited indebtedness, the laAV of partition and the 
consequent fragmentation of holdings, bad seasons, low prices, heavy taxation, 
rise in the cost of living, love of litigation, illiteracy and consequent 
ignorance, undue attachment to home and the consequent disinclination to 
leave it to secure other means of earnings — ^these and others may be 
mentioned as the causes. 

Q. 98. — Sirdar Gulab Singh’s criticism is true to a large extent but is 
somewhat exaggerated. 

Q. 99. — To those who plead for permanent settlement, minor considera- 
tions such as those referred to in the question do not appeal. The best way 
to avoid all injustice is to make a permanent settlement. 

Q. 100. — I do not admit the accuracy of the statement of Prof. T. K. 
Shahani. Rs. 2,000 is no doubt above the subsistence level. But that level 
differs in different families and it is not practicable for a taxing officer to 
ascertain the level or to ascertain whether an agriculturalist income exceeds 
that level. I do not think that further fractionisation will result from 
-t exemption from payment of land revenue referred to in the question. 

Q. 101. — I do not think that the imposition of a tax on mutations will 
check fractionisation. I do not approve of such a tax. The root of the evil 
is ill the Laiv of Partition and equal rights of all the sons of a father to 
share bis ])ropcrtics. Unless perhaps that law is altered and until the Law of 
f’l’imogeiiiture is apjilied. fractionisation will go on. I’bere is a good deal to 
bo said on both sides. Partition, while economically detrimental, is essentially . 
based on equality. There are many who consider that the English law of 
inberitaucc is unequal and unju.st. The Indian problem is very complicated • 
and it is better it is not mixed up with pure iiroblems of taxation. 

Q. 102. — I will not apply the principle enunciated b.v Dalton to waste 
land newly brought under irrigation works. It is very likely that Dalton 
was not thinking of waste lauds or of irrigation works. If I am not mistaken 
ho is referring to minerals and mines. Unfortunately I have not got the book 
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liefore me. However, .1 am toaiintorl tn .,= 1 - ^ i . . 

Jaot io become private property^ is it i)rnnns<5i *T Jaiitl is 

Iv tlm Goverumeut? if io it\vill leirl to a sliould be mauaged 

lands are a thing of the past and such^ domain 

France, Italy, Spain or even i i Pipm? ^ lands as are maintained in 
If the newlv irrmated lands are to Pp fetch very little revenue, 
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difficult nature may have to be faced. If Government Sn rS * 
agneultural uutetry, why a.ay it „„t cln, ™ Xl 
pin lung and neaviug and uhat will become of such principles as that 
which enjoins that Government shall not compete with private entS^riS 

Q. 106. I agree to the criteria mentioned in the question. 

I? mentioned in schedule JI to the Scheduled Taxes 

Rulcis under section 80A (3) (a) of the Government of India Act 

1-° local bodies. I do not think that the levy of anv 
spec-died taxes sdiould be made imperative. I cannot think of any further 
powers of taxation that can be given to local bodies unless it be the 
power to levy an addition to the State income-tax. Such a power seenw 
to be exercised in France, Eelgiiun and Germany. But I see no immedP 
ate need to invest our local bodies with it. Under our Municipal Law 
a pilgriin tax can be inniosed by Municipalities on iiilgrinis. I do not 
know Avhether such a tax is covered by any of the seven items mentioned 
in the said schedule II, or in fact on the income from slaughter houses, 
unless “other public conveniences” mentioned in item 11 (e) covers the 
case. 1 do not also know ivhether cesses, such as the education cess or 
railwaj' cess, are covered bj* the items of schedule II, 

Q. 109. — ^I am generally in agreement with the obj'ections raised by 
Armitage Smith against octroi. None of the municipalities ndth which 
1 am acquainted, levy this tax. These are open to the further objection 
of being a hindrance to trade, an objection to ivhich great importance 
is attached by English text-writei-s. The criticism does not appear to 
“Pply to terminal tax, when it is limited to railway journeys. The cost 
and inconvenience of collection will disappear as also the question of its 
being -a hindrance to trade. Nor can it be said to' bo levied upon neces- 
saries, nor does it increase the cost of living. The only portion of criti- 
cism that is common is as regards the incidence being heav}’ upon the poor, 
and the burden of tjie tax not being distributed in proiioi-tion to tho 
benefits gained by local expenditure. 

Q. 111. — ^ToUs are a very important source of revenue, sometimes 
anioiiiitiug to, several lakhs of rupees. I am awai-e of a certain inovement 
to abolish these tolls in the District Boards, but even there, it is agreed 
that there should bo a substitute in the shape of a hceusing tax on carts. 
The justification of tolls is in the use of J;he roads which require to be 


Q. 112. — Before I answer the question as to the relative liabilities of ' 
tho owner and the occupier, I may be permitted to say that local finances 
have hitherto made an undue demand on land. The main revenue of District 
and Taluk boards comes from laud in the shape oi a cess levied iit the rate 
of sav, one anna in the rupee. IVlien a railway cess was wanted, agani it 
was the land that was made to pay at the rate ol 3 pies in tho rupee oi the 
Government tax on laud. Wlien an education cess had to be imposed it is 
ao-ain 3 pies in the rupee of the land revenue. Isumerous classes of people 
^cape paviuent of local taxes, and the r.vot is made to pay the bulk oi 
local taxation. Until recently, profes.,ional classes paid no protessional tax 
in local board areas. Though to-day protessional tax is collected both by 
munk-inalities and by local boards, the aggregate lovenuo Irom .Uns souict 
bears -i very small proportion to tho laud cess. Bailways, insurance coi i- 
imuies f mtories, inills banks, pay little or nothing to local boards; or evon 

to municipalities. There is uotliing like eqiuility in tins Vhat" th s 

of local taxation requires overhauimg, and it is Jiopecl tliat tin.s 

aSnnit^i tlJ task. Now to conic^ t i 

tho owner and the occupier. I may at once state that “ 

the owner that bears the lax in the ca.se of land et.ys n 

But in tho ca.se of house and land tax in municipalities, the onnci is amo 
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to shift tlio burclon on to the occupier. It is tlii.s way. Supposing I have 
lauds in a village in the Godavari district. I lease them out at so much 
rent per aero. 1 pay the taxes myself and taxes include local cess. In fact, 
these are collected together. I thus hear the land ce.ss my.self as *owner. 
Suppose again 1 have got a house within the iNfunicipality of Rajahmundry. 
1 rent it out and my tenant occupies it. I invariai)ly Lake care that my rent 
includes the house tax payable to the municipality. I thus shift 
the municipal tax on to tho tenant. 1 do not take this into account 
in leasing out my lands in the local hoard area. This is more or less tho 
practice in my districts, i do not .see any injustice in tho practice. 

Q. 113. My observations in tho beginning of my answer to question 112 
meet tho points raised in this question. Tho fact that landoAvnors alone 
are made to [lay and that other classes are escaping local taxation is a 
sufliciontly good reason for tho limitation mentioned in tho question. It is 
only right that local authorities should have recourse to other forms of taxa- 
tion, and provided they keep in view tho canon of ability to pay, there need 
be no apprehensions as regards the defensible nature of those other forms 
of taxation. 

Q. 117. — Before I answer this question, I should like to mention that 
one particular national service, namely, iiriinary education, should be under- 
taken as a priinarj' duty of tho Government and .should not bo entrusted to 
local bodies, a.ssisting them by means of grants-in-aid. It ought to be a first 
charge upon national finances, and it should be managed and controlled 
directly by Government. 

As regards other national or onerous services I agree to the principle 
of grants-in-aid. I think these grants should continue, though 1 know that 
many local lioards and municipalities have often wasted them away. Several 
local hoards had shown signs of insolvency and had to bo aidod_ by Govern- 
ment irrespective of tho services rendered by them. The financial weakness 
exhibited by many local boards caused a groat deal of anxiety to tho jMadras 
Government in recent years. One great disadvantage in these grants-in-aid 
in lump sums is due to the fact that they are sometimes made without any 
enquiry into individual necessity. Waste was tho inevitable consequence. 
Equality also has not been maintained between one local body and another. 
I am of course against unconditional contriinition in general aid of 
local finances. They .should bo earmarked for particular purposes. But oven 
then tho evils that I mentioned may not di.s'api)oar. It is difficult to say 
on what basis suck subsidies .should be calculated. Population, incidence 
of local taxation, the total amount annually collected from its own sources 
of revenue, capacity to spend economically and efficiently, and the urgency 
of tho need, are all factors to be considered in fixing tho extent of tho subsi- 
dies. Perhaps the experience of England of 20 years ago as disclosed^ in the 
report of the Boyal Commis'^ion on Local Taxation and the recent criticisms 
of Geddea Committee on National Expenditure may assist this Committee in 
arriving at a proper solution of the somewhat unsati.sfact’ory state of local 
finance in this province. 

Q. 118. — T think the stimulus referred to exi.sts in the case of education 
and road maintenance. But, as I have already said, I .should prefer primary 
education to be taken in hand by Government and managed by them directly. 
In the case of road maintenance, the Government grant a maintenance 
charge of Rs. .500 per mile for all trunk roads and all big inter-district roads. 
The control exercised by the supervision of tho Superintending Engineer is 
quite adequate. As regards rural sanitation, I am afraid tho problem has 
proved to be too much for local bodies as well as for Government. I do not 
know if it is possible for local bodies to meet tho demands of public health, 
in this direction with any amount of grants-in-aid. The problem again is 
complicated and I would -not advocate its mixing uj) with the present 
enquiry. 

Q. 120 (i). — This tax will satisfj’^ the criteria of equality and ability 
to pay, but in other respects it will be a hopeless affair. The cost of collec- 
tion would be enormous. The means for ascertainment will not be avail- 
able. A sort of inquisitorial enquiry Avill bo needed. 

(ii) T have already given my opinion as regards income-tax on agri- 
cultural incomes in ansAver to Qs. 33 to 47. Succession duties and tobacco 
monopoly, I shall deal with later on. Registration fee on marriage seems to 
be quite reasonable provided of course a graded scale is introduced — the 
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National Taxation.^ ^ ^ them under 
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IT M items Avhieh call for remarlcs from the list of Prof 

J^. V. Mangaswami Ayyangar are patent medicines, inhabited house dutv 
and increment value duty. The first is a matter of health and the tax 
collected thereon ivould be very small. Universal inhabited houso duty ■would 
bo a hardship on the poorer classes. It is not easy for asse.ssment and is not 
suited to this country. In any case, it can be thought of only for local taxation 
and not tor provincial or central taxation. As regards the increment value 
duty, all that I can say is that it is a very complicated business. It was 
tried in England for ten j’ears and was given up in 1920 as the co.st of 
valuation exceeded the revenue. Except when a boom occurs, it is very rare 
that investment in land pays more than an investment in a bank. People 
in the villages invest their moneys in land, not because it i.s tlie best from 
the point of view of a good return, but because it is the easiest and .safest 
investment. “Cash runs away, land remains”, that i.s the belief of tho 

i m I 11 t -I i* /‘-.-•I _ rt iI. i 1*.. 
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India. When it has failed in a country like England, it .seems to mo to bo 
luidesirablo to think of it in this country. 

^ (v) I can agree to an export duty on jute. India holds alrno.-^fc a mono- 
poly ill tho production of this article. Dundee and other jilncos cannot help 
purchasing jute from India, Tlie 25 per cent ad valorem duty will also Itelp 
the Indian jute industry. Tho same remarks apply ])orhaps to .shollar. 1 
cannot say the same thing of our hides and skins. A.s regiuds an export 
duty on hides and skins, it may perhaps bo mentioned that a duty of fi per 
cent was imposed on liides and skins tanned, from 3867-71. Tiie excise duty 
was then stopped. In 1917 after the outbreak of Wai", tho Indian illunitiuti 
Board took over the control of exports. Tho Board purclm.scd raw liiile.-j lor 
British War Office and Italian Government. There wa.s then a boom in tho 
trade. In that year the iladras Government recommended to tlio Govern- 
ment of India that a duty of 10 per cent should be levied on raw hides iiud 
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very low co.-5t. [ agree, however, with .loiiseii that tlio Lax migliL load to cur- 

tailiuont of coiisuiupiiou, and that that would be a desiraldo change from the 
social point of view. 

Qs. 122 and 123. — Imposing an acreage duty on cultivation will be con- 
sidered an additional tax on laud. Means 2 and 3 are apt to bo mistaken 
for a monopoly and State intorferenco with private enterprise. Means 4 and 
5, lireforably 5, may bo tried in the beginning until experience might suggest 
a better means. - 

Q. 124. — Fixing up a minimum of cultivable area is apt to create discontem>. 
Several villagers grow tobacco in their backyards, mostly for homo consump- 
tion. While the proposed rule may perhaps bo applied with advantage iir the 
cultivation of ‘Lanka’ tobacco, it will cause hardship in the case of what 
are known as ‘Garapa’ tobacco and ‘Fati’ tobacco. i cannot therefore 
advocate the French or English system referred to in this question. 

Q. 125. — ] do not advocate an acreage duty at all. If the duty is to be 
imposed subsequent to the initial sale by the cultivator as is contemplated in 
clause 5 of Q. 122, this difiiculty docs not arise. I'lie excise must be levied 
on the dealer and not on the producer. 

Q. 130. — I believe I have already stated that the taxing stage should 
come in only after the producer has sold tobacco. It is only then 
that it can be assessed. It is not easy to control operations fx'om 
the cutting of the crop to this .stage. Some risk of leakage is inevitable. 
Perhaps, the example and experience of the collection of cess on cotton 
brought to factories, gins and markets may suggest the best method of charg- 
ing and collecting the tax on tobacco. 

Q. 132. — In the first place, I strongly object to any excise duty being 
levied on Indian-made cigarettes. The case of unmanufactured tobacco is 
difi’erent. Though we do not hold a monopoly of it in production, there is 
sufficient demand in foreign countries for our tobacco, especially the cheaper 
type. Boris and snuff are peculiar to India and will bo in demand abroad, 
and an excise on them will not affect the trade. Even Indian-made cigars 
have this advantage. For being cheap they sell in foreign markets. It may 
be mentioued that before the War the principal destination to which un- 
manufactured tobacco was exported wore State Settlements, Aden and 
Dependencies, Hong Kong, Franco, Holland and Germany. Since the War 
we have lost our trade with the four last-mentioned countries, but have 
added Great Britain. Our manufactured tobacco goes mostly to Malaya 
Peninsula. I said I would strongly object to any excise duty on Indian-made 
cigarettes. My reasons are as follow : There has of lato been a phenomenal 
expansion in the import trade in cigarettes. In 1920-21 wo imported 
cigarettes worth £2,564,000 mostly from Grout Britain^ and the United State.s 
of America. This is due to an increasing demand for cigarettes on the part of 
all classes of population, who are no longer content to smoke the indigenous 
hiri or the home-made cigar. This demand has induced the opening of a 
number of factories for the manufacture of cigarettes in India, of which 
the Peninsular Tobacco concern at Monghyr is by far the largest. 
There is one factory at Calcutta, and another in ^Madras. There is keen 
competition between foreign and Indian cigarettes. An excise duty will 
stifle the growth of Indian industry in this line. The excessive imported 
cigarettes have also got to bo fought against. Even on cigars, hiris and 
unmanufactured tobacco, the excise duty should be very moderate. 

Q. 133. — I do not know if the recommendation of the Indian Fiscal 
Commission to the effect, namely, that the system of specific duties and tariff 
valuations might be tried in preference to ad valorem duties, cannot advan- 
tageously be applied in the case of tobacco and cigars. 

Q. 135. — am not aware if any foreign tobacco is used in manufacturing 
cigarettes in India. Virginian and other fine tobacco is used as wrapper 
leaf in cigar-making. But such costly stuff is' not used in cigarettes. Imposi- 
tion of an excise duty on raw tobacco may, to some extent, handicap the 
Indian cigarette, industry But a system of rebates on all tobacco converted 
into cigarettes in India may perhaps solve the problem. I think the import 
duty on manufactured tobacco is sufficiently heavy at present. 

Q. 137. — ^I agi’ee that duties on inheidtance or succe.ssiou should be 
among the first to be considered, if it be necessary to find new sources of 
taxation. 

VH-63 
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)m,+ schedule of rates in annexuro P will serve as a wnide 

but wo must preparo our own schedule to meet our conditions. “ ’ 

Q. 1-il.— I have already stated that clause (a) is applicable in the case 
provinco^^^°^^ survivorship. Clauses (b) and (c) are inapplicable in tins 

Q. 142. I accept tho proposition stated by Shah, and quoted in tho 

QllGStilOn, 


Q. 143.— -I do not know if the difficulty mentioned in Shah’s passage 
quoted in the question is peculiar to India, but in my opinion ihe 
difficulty is not insuperable. Especially, if small properties under Rs. 5,000 
value are to bo exempted. Sir James Stephen's observation, urged long ago, 
can no longer be said to apply to present conditions. Years ago, when 
land was extensive and population sparse, a joint family with as many 
male members as possible was a, source of strength. At that time too, 
the head of a family was an indispensable person. Conditions now ai’e 
altogether cli,anged. Education is spread, and the junior members of the 
family are often considered to be cleverer and more useful than the older 
generation. I do not think that the death of the head of the family would, 
in many cases, make any difference at all. The difficulty which Shah 
considers unanswerable may perhaps arise when only minors are loft on 
the death of the head of the family, though even in such cases instances 
are not wanting of a capable female in the house who could manage the 
affairs thereof. I cannot, thei'efore, subscribe to the apprehensions eirter- 
taiued by Shah in his passage referred to. 

Q,_ 144. — Some movable property will always escape taxation. But 
when it is_ I'emombei-ed that the bulk of the property is immovable and 
that very little money is_ generally invested in movable property, excepting 
in jewels for females which will be streedana property in their hands and 
therefore not taxable, evasion of any great consequence is not likely. 


Q. 145. — I should prefer the z-evenue derived fronz this tax to bo added 
to the provincial revenue and not to the central exchequer. If it is to be 
a central revenue, the income-tax department will have to be entrusted with 
the task of levying. 


Q. 146. — Mr. Shah’s minimum of Rs. 5,000 may for the present be 
accepted as the exemptioir limit. Personally, I think a limit of Rs. 2,000 
will do, hut as the tax will he nev/ and ziaturally unpopular, the higher 
limit may be advantageous in the beginning. As time advances and the 
tax is hiiniliarised, tlzo exemption limit may bo brought down even to 
Rs. 1,000. 


Q. 147. — I should prefer the method of the Reform Scheme, according: 
to which separate sources of revenue are allotted to the Federal or Central 
Government, and others to Provincial Govei-pments. No doubt the vexed 
question of subventions or contributions to the Central Government is 
tacked on to this financial distribution, but this was ouly as a temporary 
measure. It was expected that, in the fullness of time, the contributions 
would disappear and the Central Government would have its own resom-ces, 
while tho provinces would have their own. The objections pointed out in 
annexure Q are* no doubt real, but if contributions could be limited to oiUj 
extraordinary circumstances, it ought not to be difficult to so divide lo 
sources of revenue between the Central Government, and the provinces, as 
each can get on without help from the other during 
national calamities befall, mutual help will be “ecessaiy Foi instance, 
war breaks out, the provinces may have to coutiibute to tlie cena.ii 
exchequer When fioods devastate a particular province, the pontral 
Government will have to come to its rescue. In both case^, 
one to tho other can only be inadequate ^ ij-j, ^lav 

demand, fresh taxation may have to be resorted to, and such taxation nu j 



bo provincial 'or central according to tlio cause of demand. I lunsfc tlior^- 
foro consider that phm No. 3 is about the best. As pointed out in annex- 
ure Q, contributions or subventions may bo unavoidablo, but they 2 ieed not 
bo a permanent feature of the hnancial system. 

Q. 148. — The danger referred to in this question is not likely_ to occur 
often in India. Is^o doubt, the central revenues are to a certain extent 
dependent on fluctuations in trade, but they aro not the only sources 
of revenue. They have a undo field, ivhieh was not the case in the 
quotation from Bullock referred to in the question. Embarrassing deficits 
have been common enough with the Government of India since the intro- 
dvictiou of the Reforms. I do not know whether this year’s financial 
condition may bo one of embarrassing surplus, but those surpluses and 
deficits cannot altogether bo avoided in a country like India. There were 
huge surpluses during the time of Lord Curzon’s viceroyalty, and I well 
remember the late Mr. Gokhale’s attacks on surplus budgets. While every- 
one must deplore “the dreary alternative of embarrassing surplus aud 
embarrassing deficits’’, it must bo recognized that — do what wo may— 
we must bo prepared for occasional windfalls and unfortunate set-backs in 
this country, whatever be the ffnancial relations between provinces and 
the Central Goverumont, and whatever changes, may bo effected in the 
sources of revenue allotted to each. It is dilficult to say that most of the 
revenues should bo steady and certain. Take, for instance, the two main 
revenues of this province, land revenue and excise on liquors. The former 
depends upon good seasons and timely rains. If famine breaks out, an 
embarra-ssing deficit will have to bo faced. It is more so in provinces like 
the Central Provinces and the Bombaj' Presidency. This is so in the 
case of excise duty on liquors also. Pussyfoot Johnsons are not wanting 
in this country. If they had not succeeded, there aro reasons. Total pro- 
hibition is gaining ground every day, and temperance reformers aro always 
on the alert. Not only is there the danger of fluctuation in this revenue, 
as recent events and the activities of the non-co-operators have amply 
demonstrated; the future financier of India must always be prepared for 
the possible contingency of this rovenuo being wiped out altogether. How 
then can it bo said that the possibility of embarrassing surpluses aud 
deficits is the direct result of the division of sources of revenue now ob- 
taining F I am not unaware of the present difficiilties. The demand of 
Bombay and Bengal for further revenues or for a share of the income-tax 
is as much justified as the claim of Madra.s, the United Provinces and 
the Punjab for the effacement of the provincial contributions. But these 
are necessary evils. Not that balancing factors cannot be discovered which 
might to some extent make up for this embai'rassiug eloinent. For instance, 
if an excise duty or export duty is levied, say, on jute, and a portion of 
the revenue is given to Bengal, the rest going to Central Government, 
a solution could have been arrived at, which might, to some extent, relieve 
Bengal and niinimise the force of her complaint. But as pointed out in 
another portioir of this evidence, such a course will be rather unscientific 
and might lead to complications. One great advantage of the present system 
of the separation of the sources of revenue is simplicitj' — a virtue which 
cannot be admired too much in any system of taxation. If you are to 
set out in quest of balancing factors, I have no doubt you will di.scover 
nrany — and very useful and advantageous ones they will bo. But then, you 
cannot avoid complexity which is not desirable. 

Q. The commercial provinces complain that the present division of 
sources of revenue is unfair. ■ To fliis class belong Bombay and Bengal. 
Agricultural provinces are satisfied with the present division, but the 
advantage they have got is taken away by the heavy contributions demanded 
of them. The Punjab, the United Provinces and Madras belong to this 
class. But it ought not be difficult to improve upon the present division 
by some small changes, by which the agricultural provinces may lose one 
or two sources, accompanied by the abolition of contributions, while some 
new sources of revenue peculiar to the commercial provinces mav bo 
tapped to their advantage and that of the Central Government. Experience, 
so far gained^ and likely to be gained in the near future, can suggest means 
of a fairer distribution which can reduce discontent to a minimum. 

Q. 1.50. — It is possible, but at the expense of simplicity. 

Q. 151. — Land revenue .should always he a source of provincial revenue. 

Q. 152. — 1 entirely accept that taxes on exports aud imports should fo 
to the central exchetiuor. “ 

Q. 153.— I do not think that, simply because a particular province hasi 
the monopoly ot procluping a oortam material, excise duty on that material 
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excise- on cotton, hides and skins anT oil-seeds fS 

I? titL Sie^f r sLf LTte^tS:;- 

in‘Sf «■ J ”•«' “'“*■* «- -S-So“^45m 

excise, that is, abkari, liquors, opium, etc., is 
difteiout. riieoretically speaking, -all excise duties are borne by the oon- 
sumer. Export duties therefore are boj-iie by the people to lyhoin the 
aiticle IS exported. In the case of liquors, etc., the di^ is borne like- 
nuso by the cons inner, b ut the consumers in this case happen to be citizens 
ot the prorince. riierelore, it is only right that this taxation should go 
to the provincial funds. ^ 


•Pi would apply the same principle in the case of tobacco also, 

lliat IS to say all tobacco locally consumed should pay the provincial duty. 
. exported from the province, whether it be to sister provinces 

ill tiidia 01 ' to the Indian States or to foreign countries, should pay excise 
duty to_ the central exchequei'. I am nob aivaro of any complications in- 
volved in such a system. But T feel that it is based upon sounder 
principles. 


_Q. 156. — While agreeing that income-tax should be centrally rid- 
niinistered, 1 do iiot see any objection to the succession duties being ad- 
iiiinistGred provincially. There is an essential difference between income- 
tax and succession duties. In the case of income-tax, those that pay the 
largest tax will generally have inter-provincial transactions. But in the 
case of succession dutjq inter-provincial trade plays a very minor j^ai’t. I 
mean to saj' that the bulk of succession duty will lie derived from immovable 
projiert.v within the province. Traders also will pay .succession duty, but 
that will be very small when compared with the duty payalile by successors 
to real estate. 


Q. 157. — Stamp duties, so far as the above reasoning is considered, 
are nearer to succession duties than to income-tax. I would, therefore, 
treat them as provincial, and in ^ this re.spect I make no difference between 
judicial and general stamps. 


Q. 163. — The monopoly referred to in the quotation from Slill is per- 
haps unavoidable in the case of the services mentioned — ^ijost office, etc. 
In a country like India, perhaps railways can be, or ought to be, added 
to the list of the subjects. I am aw-are 'that in England rival railwa,y 
lines from one place to another are laid and worked. I do not, however, 
think that such a rivalry or competfbivo train system would bo possible or 
desirable in India. I do advocate State enterprise in such services. It 
is part of a scheme of nationalization, so much advocated by a section of 
modern politicians. How far the revenues derived from such services can 
be treated as taxes is a matter of controversy amongst economists. But, 
to the practical financier it is a source of revenue wbicli ho can ill-affovd 
to lose. 


Q. 164.— No. 

Q. 165.— To a certain extent, salt, alcohol (spirits, liquors, etc.), opium, 
natija, hJiaiig, explosives, quinine, are at present monopolies of the Goiern- 
rneut. ■ I do approve of the monopoly of the above articles, but L 
do not propose to extend the principle of monopoly to any other 

Q 108 — It is no doubt true that in recent years the land revenue stal 

+o ’<1 certain extent freed from some taxation functions. _ Ihus, the 
Revenue Department is now not undertaking the work of assessing lucome- 
Xit the co^ of income-tax is still with the Revenue Dopavtmeut. 
tax am aware all work of collect on— whatovor bo the 

on tobacco, for instance, can bo j/ -i j,o 5 tliink tlio reveiiuo 

In fact, each cass must bo considered by itsoll. ^ ^ ^ Lo to possible to 

staff is exce.ssivo for its present duties But it ongUt 1 

oulrusL them with some ninro work in then nnc. 
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Q. 169. — ^Experience so far gained in the administration after sepa- 
ration of excise from salt is perhaps not sufficient and long enough to 
enable us to draw any conclusion. I hare however heard complaints that 
difficulties are being experienced by the people in the salt administration, 

Q. 171. — This is perhaps pai’t of a larger pi’oblem. Experience _ of 
America has taught that an honest and efficient administration was im- 
possible, where public servants had to look to their promotions or even 
permanency in service, to their loyalty to the party in powp for the 
time being. The appointment of a Public Services Commission contem- 
plated by section 96 (c) of the Government of India Act is perhaps the 
result of such experience. My own experience both in the Government of 
Madras and in the local board and municipal administi-ations left no 
doubt in my mind that, for a proper and efficient administration, _ all 
public officers should be independent of electorates or their representatives 
as far as possible. Taxation officers can be no exception to the above rule 


Sir K. V. Reddi gave oral evidence as follows 

The President. Q. — You held for some years the Development portfolio? 

A.— Yes. 

Q. — ^You are now a jMember of the Legislative Council? 

A.— Yes. 

Dr. Paranjpye. Q. — ^IVhat departments were you in charge of? 

A. — Industries, agriculture, co-operation, veterinary and one or two 
minor subjects. 

Q. — Y»’'ere you in charge of excise? 

A.— No. 

The President. Q. — ^^Ve have not been able to obtain the estimate of the 
agricultural wealth of the Madras Presidency referred to in your reply to 

Q. 2. 

A. — It was a pamphlet published by Mr. Sampson; I can send you a 
copy when I go to Madras. 

Dr. Ihjder. Q. — ^In answer to Q. 10, you say ; “I am not enamoured of 
the distinction between tax revenues and non-tax revenues”. Will you 
please substantiate that statement? 

_A.-yI was only thinking of the fact that it is more or less a scientific 
distinction. In practice, so far as the financier is concerned, he gets his 
revenue collected, whether it is tax revenue, or non-tax revenue. 

Q. — Suppose the municipality of Ootaoamund ran a service of motor 
buses from here to Cooiroor ; I have to go to Coonoor and make an agree- 
ment with some motor-driver to take mo for so much. When the Govenrmont 
does that, Government charges the same amount. Whatever I may have 
to pay to the municipality of Ootacamund for carrying me from here to 
Coonoor, would you call that a tax? 

A. — So far as local_ bodies are concerned, that distinction obtains j hut 
take the higher case of irrigation or railwas's or post office. It won’t be said 
they arc not taxes. 

Q. — ^'rako the case of the post office: in so far as Government obtains 
more than is necessary to compensate it for the efforts and .sacrifices it 
makes, to that extent the extra revenue would be in the nature of a tax, 
but the whole revenue would not bo a tax. 

i*’ scientifically .si)cakiiig, but what doe.s it matter to the eax- 

payer? 

Q. Tho i)eoplo who use the roads or the railways or the telephones or 
the post office or tho motor buses get a service and pay tho price. If it is 
an oxcessiYo lu-ice, that excess would constitute a tax" 

A. — ^I agree. 

The President. 0-— You conclude your answer to Q. 8 by saying, “When 
that stage is reached it will be easy to conduct an economic .survey with 
tho accuracy almost of tho population census. Any earlier attempt will bo 





•116 


Sir Pcrcu Thomimm. Q.— I don’t hoo tlieio is niiy qiic-^lion of encourage- 
incut* or iliscoura’^cHKMit. Suppose you pul- wuter on :i nmu ,s luud uucl you 
mcroat .0 its value l)y I?.s. lOU: you only lake ll.s. t30 or Us. /O of those 
ruiioos. Giving water to lliat land is encouraging production; .so, tlial nuiu 
is more wealthy? 

— I should con.sider ihal to bo the function of a inavalu citizen or of a 
company, Imt the State’s functions .seem to me to ho diiferent. 

O._llovo is a benelit which is given by the Slato and at tho State’s 
expense: wliy should it ho given to selected individuals who Imvo thoir 
land ill oUch a position a.s to get irrigation? 

all, the State’s numoy is tho nation’.', money, and 1 don’t .see 
why you shouhl talce iroiii one pariicidar section moro tliau what it eoats 
you. 

Q.—Ueoatue vou don’t do it to everyhody: yon select particular indivi- 
duals’' to whom yow give this heiiefit and you should charge a rate com- 
mensurato with llie value which they gel. 

A. — I don’t agree, hccau.^e it iloe.i not .satisfy the ground of ofiuality of 
pavnieiit. 1 mean tlmt every man trlio can utiord to pay sliovdd pay his 
share, you take a larger ‘'hare from one imrticular community than from 
another. 

Q, — Why shouhl you give a man tlie hciieJit o! i's. lOt) lor no ellort on 
his part? 

A. — In the fiiM place, 1 do not agree that tlnu'e i., no i-iTort on lii.s 
part; ho has to do a large amount of work, hi-, laiuily Itelps him and he 
U.SO.S his cattle. He invc'-ts his own money in it. 


Dr. raivuiiiiii;. What wo are lallcing of is the net relnrn and not 
tlio gro.s.s return'. J{s. JUi} is tlio net additional return after allovring for 
all expenses of cultivation. 

A. — r have yet to come aero-.s an acre of kind irliicli e.irn.s Us. 100 after 
allowing for all expenses. 

The President. Q. — .^[ay we take an extreme case? .Suppose you have 
land to whicli iiaturo supiilie.s water without any co.st to Government at all. 
You arc going to eliarge the man the dry rate only, l.s that not a rcductio 
ad ab.^urduin? 

A. — It is not. 

Q. — If nature supplies you with wuter free of charge and you are r.hlo 
to grow a wet crop on tho land, although Government pays nothing ior 
tho water, it i.s a-sscssed wot in tlio settlement, noc dry. 

A. — I do not know whotiier under tlio recoiit Irrigation Act lliat is the 

law. 

Q. — It i.s asssessed as not nndor luntl reveiino. 

A. — When you have iiowor to tax land as you please, yon may do it. 

Dr. Uyder. Q. — It is a ca.so of tho land giving moro returns; Govorn- 
ment takes moro out of laud which gets its irrigation by nature and produces 
more. 

A. — On what principle Govornment takes moio I don’t know; they do 
not spend any money. 


Q- — On the same principle that if two people have to do a piece of 
work, the stronger man will bo given the heavier part. 

-A-. — I can understand it as a tax on income, but whore I am paying 
land tax and tho bountiful heaven gives my laud water, you have no right 
to tax it again. 


• The President. Q. — But your land tax is a share of tho produce of your 
land, whether wet or di'y. 

A. — I must dispute that position. 

Lower Burma where an enormous area is 
cultivated under n^. There are no irrigation works, the water beine nro- 

vided by nature. Do you mean to say that it sliould pay only tlio^ same 
rate as dry land in Upper Burma? i o' V **,> wm same 


A. I don’t because you have your taraias for land tax, 




A.— far a'^ our j)r()viiioo is conconu'd , wo arc paying the largest 
anioiiut per aero. 

Q. — If this is so in rospocL of land rovoimo and if you lio Uio liandu 
of tho State in respect of irrigation and if the. incoiuc-tax jieojtlo cannot 
I)onr inoroj how is the national development to go on? 

A. — In the fust place, I do not admit that tlie ineomo-tax people 
cannot hoar more. They can pay more. 

Q. — Tho income-tax pcoplo will say tho .snmo with regard to tho 
agricultural people. 

A. — But yon h.avo to judge how far eacli en.so is jn.st. Each roprcsont.s hi.s 
own case. I have spoken about tho death duties. They will affect tho 
laiulholders ; they will alFect tlio uiirasitlars. Sot that I sun unwilling to 
pay if a now s’oureo is found. But .so far as irrigation is concerned, f 
think it i.s not fair to get more than what is necessary. 

])f. l\sy<tniiiiic. Q. — Oon’t yon think thar all irrigation .schemes .should 
ho considered as a who'o? 

A. — Dilferent schemes will have to he viuwcd in dilferent lights. Jn fact, 
our Irrig.'uion Bill is luisi'd upon that, .'suppose one .scheme refiuiro.s to he 
worked with a capital whieli will give a retuni of 0 per cent and it will not 
pay unless you charge Its. 5> per acn*. though in other ea,se.s it will pay 
yoii if you charge Icss. Then in that ca.so 1 am prepared to pay Ihs. 9. 

Q. — Take the post office. .'Suppose you want to post a letter from 
.Nfadras to a place very near Madras. You will have to pay oiio ann.a 
for it, liec.iusi? other lottor.s from Madras to Simla have also to bo carried 
for (he same rate. Tliorofore, you put on an uniform rate of one anna. But 
will it he proper to say that letters to places near Madras .should bo carried 
cheaper? 

A. — Tho analogy does not hold. Tlie.se irrigation schome.s aro limited 
to particular localities. How can a ralo in tlio South affect aiiotlior in the 
North .» 

Q.— ^Thc flovornmeiiL as a who'e lias got ono irrigation .sy.slom. 

A. — T do not agree there. They are different .schomc.s allogothor. 

Q. — They aro of tho same department. 

A. — Tho fact that ono agency works it does not mean that. 

Q. — Exactly .so. Tiio same nrgnmont that apjilies to tho po.st offico can 
ho applied hero. 

A. — I do not know whether the nnivensal .system of po.st officas could 
ho compared with tho .sy.sLcm of irrigation which i.s limited to dofim'to areas. 

Dr. II)j<Jcr. Q. — When woro the.so rate.s rovi.scd in tho Klstna and 
Godavari di.stricts? 

A. — A mimbor of times. 

Q. — ^^Vhon was tho last occasion? 

A.— 1905. 

The rrcsulent. Q. — In reply to Q. 24 you sny, “Tii tho same way in a 
country like India whore tho t.axation is already unboarablo, not because 
it i.s high Init because tho country i.s poor, every new tax is hated”. 

A.— Yes. 

Q- — ^You lay down certain condition.s before a now tax can 6o raised? 

A.— Yes. 


Q- — ^What wo have to enquire into is the .system suitable for an ideal 
form of Government. We have not to consider whether there is responsible 
government in the Government of India or anything of that sort. 


A. — Of course, it is left to you. I cannot interfere with your functions 
But I think that any proposal for a system of taxation will liave to take 
into account the practical difficulties in the way. I suppose the object 
of your recommendations is that the Government of India should follow 
them and put them into practice. ■ . 



I think M'e ought to qualify a proj)osaI for 

because of the present transitional stage of Goyernnieut 

xl.— I have nothing to say. . 

Dr. Uyder. Q.~You don’t like poll tax^ 

A.— No. 


a good tax 


fr. the rich people in the Kistna and Godavari districts had 

to pay _ a heavy poll tax for the si>read of education among the poorer 
classes in those districts. Would you object to that? ^ ^ 

You can take the amount in another form: hut this po>! 
tax has got a certain insinuation about it. ^ 

Q. It is a question of transference of inonev from the richer to tho 
poorer classes. 


^ ha%e no objection to that. You can have increased tax on 
agricultiirai income if you give permanent sottlenieut. I am perfectly 
TN'ilJing that you should take as much as we deserve to pav. I wish it 
to bo understood that I ani not unwilling that my people shoiild contribute 
lor national expenditure in accordance with their ability to pay. I only 
object to the form. I object to the poll tnx. You can have other forms of 
taxation. 


Q. — ^What other forms? 

A; — Death duties, succession duties, increased income-tax on agricul- 
tural income above a certain limit in case permanent settlement is granted 
and so on. 


Q. — ^Permanent settlement? 

A. — Yes; where is the difficulty? In Bengal you have got it and why 
should you not have it here? 


Q. — If you have a pormaiient settlement, you are depriving the com- 
munity etornally of all increases which belong really to tho community. 

A . — Then why not abolish the permanent settlement in Bengal? 

Q. — What has been, has been. 

A. — That argument does not aiipeal to me. 

The President. Q. — ^^Vhat you propose is that you should standardize tho 
present assessment and super-impose an income-tax on agricultural incomes 
above a certain limit? 

A. — ^Yes; standardize and equalize. 

Q. — You don’t see any difficulty in tijnes of cmorgcncy in adding a 
porceutago of cess to that? 

A. — That will always bo tliere. If there is war, for instance, everybody 
must be prepared to give what ho has got. 

Dr. Eijder. Q. — ^AVhy is tho salt tax very objectionable? 


A. — ^It is more political. 

Q. — On theoretical grounds, there arc no objections to tho salt tax? 

A. — Onr old tlieory is that necessities should not bo taxed. 

Sir Percy Tliompswu Q.— Do you agreo with this: /‘Under tlio iVfadiiu 
ryotwari system laud rovenuo is a i'ent;_ in theory is appj'o.vimatcJv 
half tho economic rout; in practice, it varies from a small fraction of such 
economic rent to a figure wlrch approximates very closely to tho wliolo 
economic rent”? xVnd would you staiidardizo that. 

A— I do not agree that it is rent. I do not agree with that .stato- 
ment.' But there are cases in which the tax is lower Ibaii it onglit to bo. 


0 —It varies from a small fraction of tho economic rout to a figure winch 
approximates very closely to the whole economic rent. 

A —That does not apply to the lax paid during tho bast liO or yo.ar3. 
I hat iuvSod Si my oafnbigs in l.uid; and 1 don’t get as much lot.in. as 
I would get if I bad iiivcx.ted that amount in a hank. 

Q, — ^q'lvo statement hero is that land revenue viirlcx from quite a sin.d 
fr.action of the true economic rent. 

A. AVill yon Irindly define ‘crononu'c rent’? 



n. — it, is tUo dilleiontial profit arising from ciilLivatinj' u particular 
pieco of land over and above thb profit arising from cultivating land which 
is oil tlio margin of cultivatiou. 

A. — That is what is left to llio actual farmer;-' 

Xo; it is what is left for llio landholder. It is Iho surplus. 

V. — Suiipose 1 inve.st Its. l.OOO, in himl and I get a return which 

would ho less than what I would got had I invested that amount in a bank, 

1 consider that I am not getting my economic rent. It may not l)o 

scientific. 

].^ityitjijpijCn (J. — ■\ou consider it as a return on loui inicstmont. 

— Your delinition may ho moio scieiililic; hut mine is iiractical. 

.b’ir Z’crcy T/iompsoa. Q. — When you do charge the economic rout, what 
you do is to leave the tenant in exactly the .'-aiiio position as the man who 
is cultivating the land on tho margin of cultivation. 

— How far that theory can bo introduced in this country is a mattor 
for tho C'ominiitco to deeiile. 

Q. — Tho statement hero is that land, rovenno varie.s from a very small 
proiiortion of that rent to almost the whole. You are really prepared to 
standardize tho inciiualitics by giving permanent settlement? 

A. — Standardization, I agree to. Jiut f do not accept tho definition 
of economic rent. Other factons will have to bo taken into account, it 
is purely a \Vosiorii idea, which is not much known to us. 

Q. — But it is there. You cannot get away from that. 

A. — When people have invested money and have entered into trans- 
actions tor geiieraiions together ami have iiiciirrod responsilnlitie.s, I do not 
know if theories should disturb them. 

The rresident, Q. — You agree that ni certain eases tho land rovouuo 
of tho small cultivator with ono or two acres sometimes oven eiieroaelies on 
his wages? Ho is not able to niako a living on tliat land. 

A. — ^That contingency does not occur in my district, hut sueh dillicultics, 
no doubt, occur in tho dry districts and some other xduces. 

Q. — ^Thoro aro cases of that kind; and tho cultivator can hardly niako 
a living out of his laud. On tho other hand, m a pormanouLly-sottled area, 
tho kist lie pays is a very .small proportion of the return Irom tlio land. 
Again oven in ryotwari areas, in a district settled 2U years ago, tho 
revenue may bo an e.xtieiiiofy ainall proportion of tho present rotiiru from 
tho laud. 

A. — ^Thoro may bo very low cases of that kind. So far as my districts 
aro concerned, I do not think any such c.ascs arise. 1 do not admit that 
in tho last sottlomoiit we wero lightly taxed. 

Q . — '^^0 heard the Advocate-General and Sir T. Desikachariur this 
morning, and wo wore told that tho value of cerLaiii lauds was ono hundred 
times tho land rovouuo, so that the land rovonuo is a small xiroportion ot 
tho return. 


A. — I do nob deny that; bub that docs not necessarily imply that tho 
tax is very Ioav. 

Q. That IS Avhy it is stated that ii, varies from a small proportion 
of tho oconopiic rent, tliat is, botAveou largo, iirosperous cultivators and tho 
poor man Avitli bad land. And Avould you standardize that;-' 

A.— \yhat is iiOAv obtaining in my district is already standardized. You 
inequalities in my district. I would standardizo in this sense- 
that 30 years ago it Avas taxed. I do nob insist noAv that the old tax 
faxed 30 years ago should bo continued. The land will have to bear a 
little more. But the trouble is that 30 years ago ono district Avas settled 20 
years ago another district Avas settled and 10 years ago some other district 
was settled and so on. The rates Avould naturally be different. I tAmuld 
like to value the whole thing to-day; and if to-day by some process Ave can 
fax the rates for all the land, I Avould prefer that. 

Sir Percy Thompson. Q.— You Avould not standardize those inequalities- 
but you would have a fresli valuation and assessment and standardize that? 

' A. — Yes. 
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Q- — shareholders that pav. With rpo-n,rd tn tliis +„.- ■+ 
means that the poor shareholder pays just as imich at; a rich shareholder pays! 

I cpiite understand that. There are poor shareholders and they 
pay some tax. But in practice the difficulty is not very great. They may 

State should be carried on; and would it not be 
approach every man? The inconvenience involved in the collection 
or the tax ivoukl perhaps bo counterbalanced by this. Convenience is one 
ground of justification. 


Q" There is something to be said on that point. There was a similat 
tax in England called the Corporation Profits tax and that was abolished 
largely on the ground that it hit the poor and the rich alike. It hit the 
man who earned an income under Es. 2,000 just as much as a man who 
earned an -income above that. I was going to suggest that you should 
charge on the whole iirofits. You may have a poor company with ridi 
filiareholders and a rich company with poor shareholders. 

A. — How can that bo a factor in determining the tax to be levied 
on the profits? 

Q. — It is the individual shareholder nho bears it. 

A. — ^He bears it only on the share he gets. 

Q. — ^At the same rate as the rich man? 

A. — So long as the profit is the same. 

Q. — ^The argument which you are using, if carried to its logical con- 
clusion, ivould mean that jmu should n6t graduate income-tax. The super- 
tax on companies falls with equal heaviness on the ricli and the poor. Then 
why should you graduate income-tax? 

A. — I certainly approve of graduation ; but my point is this ; so far 
as the companies in this province are concerned, they are very few in . 
number and the majority of the shareholders are richer men. The poorer 
classes have no idea of purchasing shares in companies at all. Except 
perhaps in districts like Coimbatore, where there are cotton mills, on the 
average it is the richer classes that go in for these sliares. _ For instance, 

I know of nobody in my district who has shares in the Imperial Bank. 

The President, Q. — ^Anybody who has shares in the Rajahmundry cotton 
mills ? 

A. — Only recently. 

Sir Percy Thompson. Q. — ^With regard to agricultural incomes, you 
think the present exemption ought to be continued. Subject to this, you 
tax the absentee landlord? 

A. — ^Yes. 

Q. — How exactly would you define ‘absentee landlord’? 

A — One who does not normally i-eside in the district and actually 
Vates himself. For instance I am one. I am practising in Madras as a High 
~ Court Vakil. 

Q__\Vould you treat him as an absentee landlord if He lived in the 
village? 

A. ^It is difficult. If his lands ai-e too many and if he leases out some 

lands,* I do not know whether we can adopt that principle. 

Q, ^You still tax him in the absence of permanent settlement. 

A. ^Yes. I gave some political i-easons for that.* 

Q, Yon say land is passing into the hands of capitalists and pro* 

fessional men? 

A.— Yes. 

Q. — I am not quite sure whether the tax on the incomes would veiy 
inuch prevent that. 



A. — It is only bccanso we get a good yield from land, that Ave go in 
for it. We do not deny that. I, for instance, have invested my earnings 
in land. 

Q. — Is it because of the fact that the.re is no income-tax on agricultural 
incomes that you liaA’-e done so? 

A. — Possibly that idea is never entertained. For my part, I purchased 
the land bit by bit. Speaking pui'ely from a personal point of Anew, 1 
think -there is justification in taxing these men. 

Q. — You do not lilio the arrangement under Avhich you pay the tax 
'm the profits of the preceding year? 

A.— No. 

Q. — In your case, is it not a fact that the previous year Avhen j'ou 
made an. income of Rs. 50,000, j'ou did not pay on Rs. 50,000? 

A. — My income-tax Avas deducted at the source. 1 took charge as Minis- 
ter on the 1st November 1920. I paid income-tax that year. Then again, in 
1921, in 1922 and in 1923, I paid it. Thus, I paid for four years for 
being in charge of the office for only three years. 

Dr. FaraiijiJijQ. Q. — Rut only for a fraction in tho first year and a 
fraction in tho fourth year. 

A. — If a man Is taxed for Avliat he has earned, Avhatevor bo the 
process, it is aa’cII and good. Let him not be made to pay more. 

Sir Fcrcu Thompson. Q. — ^You realize tho difficulty: Avith regard to 
Government servants, you knoAv Avhat their income is and you can charge 
on the income earned during the year. With regard to profits from 
trade, you have to AA'ait imtil the end of the year and that means you 
never got income-tax in the year in Avhich it is earned. 

A. — Then the tAvo taxes must be distinct, and a separate charge should 
be levied on each. 

Q. — ^You get the same thing even if you charge on the average' of tho 
three preceding years, 

A.— Yes. 

The President. Q. — Under Q. 26, you say, “I agree that every mem- 
ber of the community should pay some tax, the only condition being that 
he should be able to pay”. But when you come to Q. 52, you dispute 
the accuracy of the assumption. Are the tAvo statements in keeping -with 
one another ? 

A. — ^It all depends upon the meaning you give to the word ‘poorest.’ 
If the poorest is unable to pay any tax at all, my two statements 
Avould be true. If he is capable of paying something, he will have to 
pay something. 

Q. — ^You recommend a protectiAm duty on imported salt? 

A. — Yes. 

Q. — And you think that the Bengal consumer Avould be patriotic 
enough to pay the duty? 

A.— Yes. 

Dr, Hyder. Q. — ^Why should not the Kistna and Godavari zamihdars 
be patriotic enough to pay for the spread of education in the Ceded Dis- 
tricts? 

A. — -There is a lot of difference betAA'-een the tAvo. One is nationalj 
and the other is individual. You are speaking of the Kistna and Godavari 
districts. There is no analogy at all. You knoAv what the Bengalis 
are. There are men there Avho can give up all their fortune and serve 
the country. Do you mean to say that for the sake of the nation, 
they would not be prepared to purchase the Indian salt in preference to 
the foreign salt? - 

The President. Q. — ^If they arc patriotic' enough, is it nece.ssaYy to' help 
them by putting on a duty? 

A. — ^But it is the function of the State to protect its own industries 
and to see that they are not dumped with foreign articles wherever 
possible. 


Dr.mjdcr. Q.-Tlioy liavo novel- alteinptecl the boycott of foreign salt. 

" Wetrnt‘l'l^pT/^tiril.1 “T'Ui tS 

ien^th oi time ^ Have you studied what had taken place in America? 
A.— No. 


Q. May I give you the American figures? During 1919—93 fi,„ 
Americans have increased tlieir staff from 5,223 to 21,275 and the “cost of 
It has increased from Ks. 2,31,00,090 to Ds. 13,60,00,000; and yet the en- 
forcement has been quite ineffective. They have seized property of the 
value of Its. 3,00,4o,000. The courts are so blocked witli the cases that 
they cannot try them lor years together. Tlio sentences of imprison- 
ment amounted to 2,781 years. 


A. The figures are appalling.^ But I think our conditions differ. This 
country has always prohibited drink in theory at least, from the earliest 
times. 


Q. — ^What is the authority for that statement? 

Dr. Ilydcr, Q. — Is it not laid down in the shastrus that molten lead 
will be poured down the throat of the man who drinks? 

A. — I heard something of the kind, though not in that way. 

The President. Q. — Have you studied the book “Indian Problems” 
by Mr. B. M. Mitra? He says; “Wine was used in India from time 
immemorial. It was drunk and drunk freely at sacrificial feasts, and 
on noteworthy occasions the use of which was the chief ^feature at the 
Homo, ottering of the old Aryans, when Gods were honoured by bowls 
of the precious draught”. 

A. — May 1 meet that by another statement attributed to Shri Shankara- 
charya'? Once he was taking wine, and his pupils who were observing 
the master taking it, also took to it. But on another day ho took hot 
molten lead, aitd asked his pupils to do the same, but his pupils could 
not do that. 


Q. — Again you know the famous jiassage in the Mahabharata which 
tells how at a picnic given by Arjuna wine flowed like water. In fact, 
no social gathering was complete without liquor. Ivrislma and Arjmia 
are described with eyes heavy with drink. The Yadavas in one battle 
took the field in such a state of intoxication that they slew one another 
instead of the enemy. 

A. — ^In the same book there is a chapter which explains that tho 
Yadavas died because they took wine. 

Dr. Dyder. Q. — ^Are you prepared to say that all tho Moghul Empe- 
rors were strict teetotalers? 

A. — I remember at least a man like Akbar did not drink. 

Q, — when ho was leading his arlny he did drink, but u'hon ho 
began his philosophical career ho becauio a saint and a hotter man. 

A. — I must say that wo drink much less than tho European coun- 
tries. •• . ^ 

n.—^VouId you please refer to the conclusions of the Bombay Exciao 
Committee? It was certainly not in favour of drink. It is said there 
that “all the Moghul Emperors with a single exception perhaps ot a 
devout Muslim like Aurangzeb wore wino drinkers”. 

A.— I cannot accept that view.. 

Q. — You say in your yomiger days all tho villages wore sober? 

A . — 1 should think so. Even now they aro sober. 

Q.— Have you not seen in villages toddy shops surrounded by vil- 
lagers? 

A . — L can’t say that. 

Q. — ^You agree that there is a good deal of toddy drinking at my 
rate? 

A.-^Yw. 
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Q. — ^Yoii say, “When tlie nianufaclure of toddy liquoi' was prohi- 
bited and rum introduced in its placOj it was very much apprehended 
that illicit manufacture of arrack from toddy would he difficult to be 
stopped”. Is it not an extraordinary statement when you had about 
30,000 prosecutions a year? 

A. — That might be. I took, for instance, the figures during the last 
25 years. I do not think in this century' you have been able to control 
it. 

Q. — ^The spirit has been available of any kind, but there has been 
only a. change in taste. 

A. — ^You are a better authority in it. My own difficulty has been to 
stop illicit manufacture, though it has been veiy limited from a .short 
time. 

Q. — ^You still consider people are very sober? 

A. — should think that they are comparatively sober. 

Q. — ^Then where is the necessity for such drastic regulations as j'ou 
propose? 

A. — ^Because other influences are at work. 

Q. — Do you observe any mai'ked deterioration in the physique of the 
worker? 

A. — cannot tell you that. Perhaps some of the factory managers 
would be able to tell you. I should think it does affect the health. 

Q. — I have heard from a very large employer of labour that the finest 
cooly is the toddj'-drinking cooly. 

A. — ^Pei'baps he judges it by the woxk he extracts from them. 

Q. — Generally speaking, one of the arguments in favour of prohi- 
bition is that you are going to get large revenues from the extra earn- 
ings of the people. If there is no physical deterioration, no increased 
earnings will be got by .stopping drink? 

A. — I believe there is deterioration. 

•Q. — How are you going to replace the revenue which you propose to 
abolish? 

A. — It cannot be done in one year, but it ought to be a gradual process. 
In the second place, the resources that I have pointed out and the resources 
that you will be able to recommend should be able to meet this deficit. 

Q. — ^Your proposals are succession duty, tax on tobacco and an employee 
tax? 

A. — ^Yes, and the income-tax on agricultural income, provided the 
condition attached to the proposal is acceiited. 

Q. — ^If you are going to have permanent settlement, you would not 
get an increase? 

A. — ^I do not say in the least there should be a deficit in the revenue 
which you would ordinarily get in the thirty years. You will manage 
to levy your income-tax in such a way as not to go below that amount bxit 
above that. 

Q. — ^I do not think you would be prepared to say that there is going 
to be an increase in the return of land revenue by substituting permanent ' 
settlement plus income-tax for the temporary settlement. 

A. — Certainlj', I don’t say that. There will be an increase, and there 
ought to be an increase by these periodical settlements. Provided you 
take away 'this liquor tax and you improve our society, we ought to 
be prepared to pay a little more through other sources. 

Q. — ^Then most of the extra revenue wmxld come in the shape of income- 
tax on permanently-, set tied zamindaris? 

A. — ^Yes. 

Q. — ^Your succession duty will be practicallj' on the same people? 

A. — ^Yes, on those who are able to paj'. 

Q. — Do you think it would be fair to impose both taxes upon the 
zamindar at once? 

A. — ^Unquestionably it is fair. Is it fair for the zamindar to squander 
qwa^ the money as he likes, simply because he is the son of his father f 
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estut% in tl.e ljreak.„p of ile largo 

A.--lVliy .sl,oul,l it? I do not think it could' reach that point at all. 

,, uofc that ^rhat hapneued in England finf iha" -i- • 

these heavy duties resulted in large estates “Kki^g V? ”»P«5^tion of 

A.— I must confess my ignorance of the English conditions. - 

cIass^oFman“ employee tax. Again, it ndll hit the same 

A.— I n-as thinking of the factories and mills of that kind. 

tactoriK^S Sar" ““ innonro-tan upon the 

The cotton mills at Coimbatore get 200. 
or oOO per cent. Would there be auj-thing trrong for them to pay? 

Q.— The Bombay mills are not making anything now. There are 
pieiicy ot mills, the value or rrhose shares has fallen bv 200 per cent or 

■SO. 


A^Only when compared with the War rates. I thought Coimbatore 
paid 2o per cent last year and Madura paid the same figure. 

Q- — ^Then you ar-e going to put a tax on every emploj-ee.? 

A. — Of course, this must be taken with caution. I did not mean that 
tax should be prohibitive. 

Q. — Toil have to find five erores of rupees 

A. — I must confess I have not calculated how much it -would bring 
in to make up these five erores deficit from excise. 


Q. — Do you tlu'nk you will get even one crore of rupees? 

A. — ^That only means you p-ill have to devise other sources. I 
thought that taxation has not been equalized and the poorer class and 
the agricultural cla-xses are being over-taxed and the ncher people are not 
paj’ing their quota. 

Q. — Tt is for you to suggest the .-iources. Another tax you propose is 
on tobacco. Do you think that is a practicable tax? 

A. — ^\Yhy not. We have been collecting ce.sses on cotton, etc. 


Q. — ^How would 30U le^w a tax on tobacco? 

A. — ^Something like the cptton cess which is levied as the stuff reaches 
the factories aud gins: so also when tobacco passes from the hands of 
the producer you must tax it. 

Q. — ^A very large part of it is not manufactured at all. 

— ^Witli reference to this you have to catch it when it is with 
the dealer. 


Dr. Parunjpye. Q. — It is a small trade witli a limited number of people, 
is it not? 

- 4.— E.xciise me, if vou go to a place like Polavaram and in the bin/.as 
of Godavari, you will find lot-s of merchants haunting these agncultunsts 
houses for tobacco. It is a big trade in those places. 


TAe President. Q.— Even if you are going to tax the rick dealer, it 
would involve care and inve.stigatiou of almost evei-y acre. It would be 
very difficult? 

A.— It ought not to he difficult with your rigorous system of village 

officei-s. . 

Q.— Tliere are hundreds of thousands of acres of scattered cultiva- 

_Wp want revenue and we find the tax is otherwise justifiable. 
Unless the difficulty is insuperable, I think it is worth trying. 

Q.-Instead of trying to tax in that way, would it not be simpler 

to impose an acreage duty? , , , p,i 

A —Then it wiU be considered as a tax on the land The earliest 
Stage 'for taxing should be after it leaves the producers hands. 
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Q. — You would have to ascertain from the rjmt how many acres he had, 
what the produce was, how much he realised and then tax it. 

A. — We can very well do the same as in the cotton cess. 

‘ Q. — Cotton must go to the gin, so there is no difficulty, but tobacco 
is not like that. 

A. — Judging from my experience I can say that tobacco goes to many 
foreign countries. In a place like Polavaram this trade is on a very 
big scale. I think it ought not to be impossible to find out. 

Q. — Do you think people would prefer paying a tax on tobacco to 
the iDaying of excise duty? 

A. — I suppose the liquor drinker would prefer to have his drink. 

Q. — ^You regard both as conventional luxuries, but one is slightly more 
liarmful than the other? 

A. — ^According to my conception drink is sinful. 

Q. — ^If you are a Sikh, you will be committing a sin if you smoke. 
It is against their religion. But thej' can drink. 

A. — ^I do not know that. 

Sir Percy Thompson. Q. — ^You favour an export duty on lac on the 
ground that there is a good deal of monopoly in it? 

A. — ^Yes. 

Q. — Then you are in favour of levying export duty on fish, oil- 
cake and other manures? You think it more useful to keep them in 
the country ? 

A.— Yes. 

Q. — How would you justify a duty on raw cotton that is not a mono- 
poly? 

A. — ^There are only three countries in the world producing cotton. I 
should like to see as much as possible of the cotton India produces convert- 
ed into cloth in India, 

Q. — ^You mean for export? 

A. — Even for home consumption. We purchase 73 crores’ worth of cloth, 
out of which 50 crores’ worth conies from foreign countries, and most ot 
it is made from cotton produced in this country. 

Q. — Is it not easier to levy an import duty on the manufactured article? 
India does not produce as much cotton for exjiort as America. India has 
no monopoly, and very little influence on the price. 

A. — But let us leave alone America and England, and take the case of 
Japan; eveiy year forward contracts are made for millions’ worth of cotton. 

It goes to Japan and it comes back to our country as cloth. 

Q. — There is no limit to the production ot rair cotton. America could 
produce double the quantity. 

A. — ^Even America’s production has fallen. 

Q. — I am suggesting that if you do put a tax on cotton, the result of 
your export duty would be to put up the price of the export cotton and so 
curtail jiroduction; the demand would still exist, and presumably the supply 
will come from America. 

A. — Ordinarily speaking, India can consume a larger quantity of cotton 
than it is at present consuming. The export of a larger quantity of cotton 
than is necessary can be stopped by this tax. 

. Q, — ^Your import duty on cotton cloth is 11 per cent as against the 
excise duty of 3^ per cent. So there is a protective duty of 7i per cent? 

A. — ^Yes, Sir. You know that most of the Indians do not like the 
cotton excise, while some of us are prepared for a higher import duty. 

The President. Q. — ^You ask, with regard to waste land newly brought 
under irrigation, if that newly irrigated land is not to become private pro- 
l^erty, is it proposed that it should be managed by the Government, and 
yoii say that it would lead to complications. I do not know if you have heard 
about the colonization experiments in Burma where they are treating them- 
selves as absolute owners of the colony land aud performing all the func- 
tions of the landlord. 

VXI— 54 
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■A.~l 

lands. 


do not know that T\-hether those lands can be described as doniaiJi 


Q. Is it not ijracticaliy the same thing P * 

A. — ^Probably. 

Dr. Syder. Q.— Is the revenue that the different States devivo ni 
Europe fiom public domain on the increase or on the decrease? 

+o decrease. _ I think civilization is advancing and new 

conSred to bf “onj « 

IVie President. Q.— Yoii sa,y yon can think of no powers of taxation 
which can be given to local bodies unless it be the power to levy an addi- 
tioii to tile State income-tax. Isn’t tlie profession tax practically that? 

P^y income-tax because lie gets some income; 
jiroression tax is different from income-tax. 

. Q. It is not quite the same, hut it amounts practically to the same 
thing. 


. A. Some graduation is allowed^ there, but the profession is not enough 
to justify the paj’ment ol a tax. \ou have no minimum limit; evorj' man 
who takes to any profession is bound to pay it. 1 do not think they are 
the same. 

Q. — ^Perhaps it is like the old license tax. 


A. — It is something of the kind. 

Q. — ^Yoii say later on that numerous classes of peoiilo escape payment 
of local taxes. Which classes are they? 

A. — jNIost of the professional men escape the profession tax, c.g., hanb-s, 
railway’s, insurance companies, factorie.s, mills, etc. 


Q. — You can got at all those either through the profe.ssion tax or liio 
companies tax. 

A. — My contention is that this profession tax is a limited and -small 
one; it is not adequate and the professions are capable of paying a little 
more. 


Q. — Is it not within the power of the local boards to raise tlio rate.s? 

A. — The maximum is fixed iiy statute. 

Q. — How many have got to the maximum? 

A. — The maximum itself is a very low figure. 

Q. — They are all abolishing profoxsion taxes bocanso they find thorn 
troublesome to collect? 

A. — I don’t know, but if these local bodies really want new sources of 
revenue, they can get them. 

Q. — You say that “the whole system of local taxation requires over- 
hauling, and it is hoped that thi.s Committee Avill undertake tiio task”. 
Would you kindly indicate to us wliat wo should do? 

A. — I remember your speecli as Finance Member, most of wliicli was con* 
fined to the -reform of local finances. I was thinking of that. 


Q. — Your rejjly to Q. 113 ; you defend the limitation in the case of hind 
tax on the grounds which wo have been just discussing. What aoonfc tho 
municipal bouse tax; why should you limit that? 

— It has a certain capacity to bear; I think that stage lia-s licon 
reached. 

Q_When the rate in England goes up to 100 per cent and over of tho 
rental value, do you think the capacity stage is reached in India. 

A— That depends upon various circumstances; what is the iiicomo of 
an Englishman, and \Yhat is that of au liuliun.-'. 

Q. — Thi.H is not a fixed tax. 

A.~Tho capacity of a man to jmy tax depends upon his income. Even 
the house tax a'ill have a bearing on that. J think it will ho hard to ca 1. 
on a poor man struggling for his existouco to pay more than a cor. ait. 
fixed amount, even though liis hou-so is a fairly decent one. 

Q.-— If it is levied as a percentage of tho value, that docs mabe a 
difforonce in jncoino. 
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A. — ill ucfcuiil pracLice, nothing of the kind is done, i ivas the president 
of a taluk hoard for some j'ears, and I was in charge of twenty or thirty 
unions. My experience has been that if a house is estimated as worth 
Rs. 500, the tax is made at that figure, no otlier allowances being made. 

Q. — You recommend a registration fee on marriages on a graded scale 

A.— Yes. 

Q. — ^Do you mean that a larger fee should be iiaid for a second marriage? 

A. — I meant the status of the family: a rich man ought to pay more 
and a jioor man less. I support it only as a last resort. 

Dr. Paranjpyc. Q . — Would a rupee for each marriage be too milch f ' 

A. — It won't be in the case of the middle classes. 

Q. — How much does the very poor spend on marriages? 

A. — ^My rate would vary from 4 annas to Rs. 100. 

Q. — It would be rather difficult to grade this marriage fee : who is to 
grade it? 

A. — The local authorities : the local officers ought to know the income* 
tax they are paying, their status, etc., from which they can fix their capacity 
to pay this fee. 


Q. — ^I will give you an illustration : lots of marriages are celebrated ill 
Poona, though neither the bridegroom nor the bride belong to that place. 

A. — They must be very poor people; judging from the circumstances of 
this countx’y, I know that every man would like to marry his daughter in his 
own house. 

Q. — If you have a priest, you can order a feast immediately. 

-A. — This pi’actice does not obtain in Madras. I have never come acioss 
a man coming from the mofussil and pei’forniing his marriage in Madras. 

The President, Q. — ^You say you pay a sufficient fee to the purohits 
for the evidence of the marriage: is any record kept of that? 

A. — The object of the marriage procession is that all ^xeople sboidd know 
that the marriage is taking place, and all are invited lor the purijose of 
witnessing the marriage. 

Dr. Jlydcr. Q. — Would there bo any opposition on the part of the people 
if_ this fee were levied? Would thej' say that Government is interfering 
with one of their sacred rites? 

A. — I _ do anticipate some little opijositioii, but I suppose that as time 
advances it will be all right. 

Q. — ^You don’t think that politically-minded people tvould make capital 
out of it to the detriment of Government? 

A. — People who are so minded will take any chance to mahe capital, 
IniD 1 think that, ordinarily speaking, reasonable people can be expected to 
accept it. 

The President. Q. — ^You object to a tax on patent medicines as a matter 
of health? 


A. — ^I have also stated that the proceeds would be small. 

Q.— Have you ever studied the publications of the British Medical 
Association in whch they give analyses of all the most famous patent medi- 
cines? They show that these often have no medicine in them at all. 

. A. — ^I don’t know whether it is quite fair : there are some medicines 
which are very good. I have known a medicine named ‘Celerina’ which 
^mes from America. I have used it successfully in the case of some diseases. 
Drunkards would give up their drinks within three months. ‘Cuticura oint- 
ment also comes from Amei-ica; I have used it vej-y successfully. 


Q- — I don’t say some of them are not successful: but a great many of 
them are jjure humbug. 

A.-— It is quite possible: a certain element of fraud is inevitable. 

Dr. Paranjpue. Q.— If you noAV pay Rs. 2 for a patent medicine, vou 
won’t object to paying Es. 2-4-0? ' • 

A.— Perhaps not. I would put it this way : these are comimr to vour 
lo”Lhem° that you may adjust these matters. I won’t attach any importance 
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d' uiediciues, il necessary 
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that Iiidian-inafle tobacco is unsuitable for nianu- 
in,pSfed tobfcoof^ “ ^‘“'‘“''-"■“‘•® cigarette are made eut ot 

^ that enormous quantities of tobacco are exported 
u j|3 r^T* r converted into cigarettes and they come 

back to indm. The German company has now been taken up by a British 
company; they have invested about 7 lakhs of rupees in buildings in order 
to enable them to collect the tobacco; they have also advanced money to tbo 
cultivators. 


_ Q. In Bengal wo had the evidence of the manager of ono of the biggest 
cigaiette companies: lie said that his coniiiauy were using imported tobacco 
tor cigarettes. 

— I know that our tobacco is going to Gennan 3 \ 

Q. — Have you studied the figures in our Questionnaire of the enormous 
increase in the import of unmanufactured tobacco 

A . — I am not sure if it is the cheap tobacco. It may be ‘Virginia’ 
tobacco, a high class tobacco. 

Dr. Kycler. Q. — I think ‘Bed Lamps’ and other cigarettes are made 
entirely out of Indian tobacco. 


A. — As a matter of fact, it does not pay to use the foreign tobacco for 
cigarettes in this country. I should impress, if I may, on this Coniinitteo 
that there is need for stopping the import of cigarettes, and I was told that 
most of these foreign cigarettes contain more paper than tobacco. I was 
reading in a newspaper the other day that if the American newspapers pub- 
lished in a year were spread over the world, they would cover the globe, but 
half of them were used as covers for cigarettes. 

The President. Q. — On the question of the division of rovenucs, you 
think it is for us to find balancing factors? 


A. — If you can. 

Dr. Paranjpye. Q. — You are against the division of the proceeds of 
any tax ? - 


A. — I am against it. Supposing a tax is collected in a province and a 
portion is sent to the Imperial Government, those who are responsible for 
imposing the tax, i.e., the Legislative Council in Madras, would be responsi- 
ble onlv for the collection of the tax, but not for its oxpendituro. 'J’hey 
have no voice in the Assembly. In the Assembly, whijo the people’s represen- 
tatives vote for the exiieiiditure, they liavo no voico in the collection of that 
portion. Siniposo j'ou collect 7 crores of rupees as land tiix and you have to 
*^ivo 4 croi’es to the GovorjiiiiGiit of Iiidiu. Wc, jn tho 31iulru.s 
Council, are responsible for the collection of the t crores, but no aio not 
responsible for the expenditure of the 4 crores that wo give to the Govern- 
ment of India. Why I advocate complete separation of tho resources pi tho 
Central and Provincial Govcrninents is this : if tho 

under a divided head, one portion to tho Govoriiniont of India and aiiotliqr 
to Local Governments, the difficulty is that, while the local legislature is 
respSle for the collection of tho enfiro money, it has no voice in tho ex- 
penditure of that portion which goes to tho Imperial Government, 
those in the Assembly will be responsible only for tho pxpendituio, httaUbO 
they can vote on the expenditure but they do not loto 
-If tho finance Member wants to 
he will have to subniit his bi 
have to submit any finance bill 
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Assembly. lie will 
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Govermneut of India. Ea'^cii assuming that the receipts also form one of iiie 
subjects for discussion there, the inembci's from Madras will be so few that 
they can be out-voted. 

Q. — ^^Vould you i^refer that the Central Government should impose ils 
own rate and the Local Government its own rate and the collection to be left 
in the hands of either the one or the other? 

A. — I am interested in the agency of collection : even as regards those 
who have to give their consent for the tax, I think that the Assembly does 
not represent their view as a whole. Very few' are there, and intei-provincial 
jealousies and antagonisms might play their part. On the whole, I should 
think that it is more scientific to have separate resources. 

The President. Q. — Yon say: “1 am nob iniaware of the present diffi- 
culties. The demand of Bombay and Bengal for further revenues or for a 
share of the income-tax is as much justified as the claim of Madras, the 
United Provinces and the Punjab for the effacement of the provincial contri- 
butions. But these are necessary evils. Not that balancing factors cannot 
be discoA'ered Avhich might to some extent make up for this embarrassing 
clement. For instance, if an cxci.se duty or e.Kport duty is levied, say, on 
jute, and a portion of the revenue is given to Bengal, the rest going to the 
Central Government, a solution could have ))eeu arrived at”. 

A. — If you proceed, you Avill find that I gave it only as an exception. 

Q. — ^You say; “If yon are to set out in cpiest of balancing factors, I 
have no doubt you wdll discover many — and A'^ery useful and advantageous 
ones they Avill be. But then you cannot avoid complexity Avhicli is not 
desirable.” 

A. — And simplicity. 

Q. — ^You can get a fairer system? 

A. — ^It is only a choice of tAvo evils. 
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Dr. L. K. HydeHj ai.l.a. 
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3VIr. S. K. SARMA, B.A,, B.Ii., Pleader, Tiichinopoly, 
was examined. 


Written memorandum of Mr. Sarma. 


Ecoxomc Exqciitr axu Ixcidexce of Taxation. 

_ Au, oiiquiry into the economic^ condition of the different strata of Indian 
society if one such can he instituted — will be helpful for indicating the 
progress of deterioration of the people during two periods over which it 
may extend. But it is greatly to he doubted whether it can be held in a 
inanuer helpful to draw any conclusions therefrom as to the probable effects 
of a particular tax or tax sjsteni over the whole or any section of the com- 
munity. There are ever so many factors which affect national life, and the 
conditions of its growth that even if one should succeed in measuring the 
material growth of the people in general and the different groups of workers 
that niake them, it would scarcely be possible to aiipraise the real effect of 
taxation on them. If other things’ i-euiained the same between two pei’iods, 
we can judge of the effects of taxation on different groups of people by means 
of a census of production and consumption; but other things remain no 
more the same than the economic man in an island home exists outside text- 
books for other than illustrative purposes. An economic enquiry has been 
asked for since the days of Sir "VVilliam Wedderburn, and the Famine Union 
that was started under his auspices, not so much for the purpose of measuring 
the incidence of taxation on each class of the community, as for finding out 
remedial measures for alleviating human suffering, as intense then as now, 
and leading them to higher plane of human existence. Taxation is only 
one of the factoi’s that affect the material condition of the people: there are 
factors which are of a more vital character whose effects have got to be 
accounted for before we can assess its dynamic effects. 


First and foremost among such.factors which render impossible even an 
approximate calculation of the economic stability of the people — let alone the 
question of fi'aming scientific methods of taxation thereon — is the fact that 
more than two-thirds of the population have to depend upon the land for 
their- sustenance. Sir Fleetwood 'Wilson expressed an economic truism when 
he said that the Indian budget is only a gamble in rains. One has only to 
read the opening paragraphs of the annual financial statements, and they 
tell a singular tale of good rains reflected in “prosperity budgets” alternated 
with years of partial or extended failures of the monsoons resulting in 
falliug i*eveiiues and increased taxation, A single monsoon stands between 
starvation and plenty. Assuming for tbe purposes of argument that the 
incidence of taxation falls with even oppressiveness upon all classes^ in a 
year of “normal prosperity” and is all that coidd be scientifically desired or 
devised, the failure of a monsoon ivill work severe havoc among the people 
in a cruelly uneven degree. It is not only that the failure of the ciops 
raises the prices of agricultural commodities very high, biit it is 
accompanied by loss of capital in the death of cattle and other ine-.3t 
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to an extent tliat it takes j^ears to replace them; and as the collection of 
revenue docs not respond to tlie success or failm-e of the crops, it takes a 
longer time for those who are more immediately affected to recover. Nor 
can one get a correct reading of the measure of destitution from the official 
gauge of° tax returns. For example, the loss of revenue from the famine 
of 1899-1900 Avas about 3 crores; but the total loss to the country could 
scarcely be estimated from it. Lord Curzon’s estimate was 15 crores in wheat 
and 10 crores in cotton, and an estimate in oil-seeds he could not make. 
Bombay alone lost tAventy-three crores in her crops, and as to her loss in 
live-stock no estimate could bo made. Beyond this, there Avas the Govern- 
mental expenditure in relief-, and loans of over 12 crores. It is obvious 
that under such conditions — and there is no knowing whether such conditions 
will repeat themselves and at Avhat intervals — it is not possible to frame a 
scheme of taxation Avhose incidence Avill bo less heavy than in a year Avhen the 
heavens shower in plenty, for the very siniiile reason that one cannot calcu- 
late, much less anticipate in adA''ance, the relative economic position during 
tAVo periods. 

Ihventy years later the country had another visitation of a similar kind, 
and the drought of 1920-1921 can scarcely bo said to bo far behind the 
scarcity of 1899-1900 in its dismal effects. 'J'he acreage under . cultivation 
fell, by eighteen millions in food crops Avith a deterioration of fifteen million 
tons of produce. There Avere certainly more mouths to be fed in 1920 than 
in 1900. And yet thei-e Avas no Mansion House Fund; no public demonstra- 
tions and collection of subsci'iptions ; no very largo number of 

relief measui’es .started. Is it due to the economic stability of the people 
the increase in the staying poAver, their re.sourcefulness or are there other 
factors at Avork Avhich, Avithout accounting for any marked change in effici- 
ency and recuperation, have materially altered the conditions that di'ove 
men to the relief camps two decade.s ago? - Has the development of raihvays 
and other facilities for transportation anything to do in eriualising prices 
and moving produce in times of scarcity to places of Avant and distress Avhich 
Avere unavailable then? [n the earlier year, the total mileage of raihvays 
open to traffic A\-as 22,000 and odd, whereas in the later year it Avas a little 
over 37,000. Has this extension linked the country sufficiently 

enough for the easy internal transportation of necessary produce from the 
non-affected to the affected areas and mitigated suffering from Avant and 
privation? If it has done so, Avhab has been the effect in normal years upon 
the material condition of the people acro.ss whose tracts the railways have 
been laid? Wliat is the net economic effect of the importation of cheap 
foreign goods on the cottage industries, alloAvance of coAirse being made for 
the profits made on the exportation of surplus marketable produce? If the 
exportation of surplus goods has been a real souico of accretion of Avealth, 
hoAV is it that Avhereas the ponulation of the coxmtry doj)endent on agricAil- 
ture has increased by 20 millions during the last tAvo decades, the actual 
acreage under cultivation has increased only by 40 millions? And this 
presumably of inferior varietv. Or, to take another test, how is it that 
Avhereas during the decade 1901-1911 population increased from .689 per cent 
per year (which was the rate of increase between 1881-1901) to .86 per cent 
per year, it dropped to .234 per cent between the decade 1911-1921 ? The 
rate of increase in Germany was 1.7 per cent per year during the 40 years 
prior to the War. If we should set it down to the abnoi-mal procreative 
proclivities of the Teuton, we may take a_ growth of one per cent per annum 
as normal. If so, the population of British India must have increased from 
223.5 millions in 1901 to 245.5 millions in 1911. There Avas a shortage of 
three millions. Between 1911-1921, it nmst have increased from 242.7 
millions to 267 millions. It rose only to 247 millions. There was a shortage 
again of 20 millions. Is it that so many were not born, or is it that the 
Malthusian checks of unadvertised hunger, disease, poverty and privation 
have claimed a heaA’-y toll during all the years of fancied economic recrinera- 
tion? 

To raise such and kindred questions is to open a vista of economic 
enquiry Avhich must tax the patience of good many ardent souls intent upon 
finding the truth, having previously submerged all political bias and pre- 
possessions. But the situation is further complicated by the intervention of 
Government with the monetary standard which is playing havoc with the 
peaceful evolution of the country. In Western and Central Europe the War 
was an excuse for the respective Governments to tinker with their currency- 
but unfortunately a deliberate policy — or rather Avant of it — has been pursued 
in India for over a quarter of a century whose effects are all the more baneful 
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Jecause they are iinperceivecl. Just as Sir Fleetwood Wihon complained 
that the Indian budget was a gamble in rains, so some of his predies:,ors 
couplamed that it was a gamble lu exchange, and convinced thcmscdvcH 
tliat nxity of external exchange was more important to her finances than 
the stability of internal prices. So they managed to get the mints closed 
to the private coinage ot silver and liy a policy of deflation gave a iit■tiliQ^^^ 
value to the rupee. With that, one need not quarrel now. But havin'^ 
come to the conclusion that everything was wrong with the ruiioe thov 
should have contijuied paying their proper respects to the golden calf and imi 
the yellow metal into circulation, which they did not. The result was a forced 
circulation of parchment and overvalued silver,, with the concomitant result 
of an exaggerated price level. The hardship was realised by the Government 
who appointed a committee to go into the whole question; but tho publica- 
tion of Mr. Butt’s report was followed by the European conflict close on 
its heels. The hundred crores of rupee coinage that was to have heralded 
tho passing of India from a silver to a gold standard in tho ton yeans Unit 
preceded the American crisis of 1907 was sharply followed bv double that 
amount during the five years of War. No wonder that while prices are 
falling in the United Kingdom, wo are keeping to a recoyd level; and none 
dare heat us there. 

The mddiato and immediate results of a ceaseless outpouring of printed 
parchments are ably summarised by Mr. J. M. Keynes in his recent “Tract 
on Monetary Reform” ; but what we are concerned with hero is tliQ effect 
that unregulated issues of currency have upon the incidence of taxation. 
The first effect has been to increase it. Tho Government have been obligcA 
to add their revenue to meet tho increased cost of materials. Thoy have 
to purchase stores both for the civil and military departments, and .so far 
the purchases are made in India at an increased cost. These naturally adil 
to the expenses of Government. Tho lower grades of the .service.-^ crieil for 
compensation; they were given some increment and their salaries aro now 
generally raised. 7'ho higher grades have for tho la-st few years been having 
their “bonuse.s” and the general tax-payer has now the sati.sfaction of a 
more costly, if not more oflicient, overlord than ho had before. It is not otily 
the expenses of tho Government have been rai-sed; but the co.st of production 
of every material has increased by higher wages, higher i)ro(it.-, ami higlior 
interest paid to loans which increased taxation ha> al).sorbed from privat<‘ 
savings. TIio railway fares have gone up and tho cost of transport of goods. 
Those who have been living on fixed iiicome.s and on invc-stments of .stock*, 
.shares and securities have been particularly hit. Those who aro .so hit aie 
generally tho largo body of middle class men who though comparativilv 
fewer than those who work in tho licUl.s or in imliistries, are large enough 
to boiir tin* brunt of taxation. 'I'lie large piolits made in the War and 
(hiring the decade jireceding it, have increased the income of a nnmlier ol 
“profiteers” ; some of whom appear to have been bit bard by the fall in 
inice.s in 1920 and 1921 which they did not bargain for. The aiuicipatimt 
of increased and increasitig profits g.-ive ;i stimnlns to production nbicli It.i* 
everywhere resulted in an increa.se of wag('.s both for the nn'.l;illcd and 
.skilled labour. It is not possible to say defin'tely whether the imie.ce et 
wages lias overstripped the increa.'.e of price-, throughout the country; h*- 
can at host only yefer to the tendency. 'I'aking the irnlex number <4 
during tho basic year IS90-91 as 100, agrieultur.ii iirice^ t< in lU'Jti !<» 
over *’o0. Even if tho inicu of labour ba-. ineie.i'ed >l•ui /■‘tu.t. wlmb t. 
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to pay higher tax on their imom.-. .tnd 
they coinume -We li.vve !i‘ft but a -< 10.111 u 
lent ill hind who might bo said to b.we f-J 
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ciirroney as the additional issues have i)eon duo to the donuinds of fcnido, 
and tliat tho general rise of prices is not felt by tlio pcopio as a avIioIo, as it 
has not led to an increase in tho real cost of administration, ft is clear 
that there are yet .some disciples of John Law oven in this ago who have 
no belief in tho inihition of prices l)y o\-or-i.ssuo of paper, as it is not 
rollcctod in the foreign exchanges, 'riicro is no need to refer hero to the 
distinction between specific and general depreciation, but so far as tho cost 
of administration is coucerncil it docs not appear from an examination^ of 
figures that tho burden has in any way been lessoned. A table comparing 
tho revenue from some of the indncipal .sources is given below: — 


Sources of Kevenue. 

1901-02 

Ks. (000 omitted.) 

1920-21. 

Es. (000 omitted.) 

Land Kevenue 

27,39,80 

3l,97,t8 

Provincial rates , . 

1,56', 77 

91,21 

Income-tax 

2,05,10 

22,19,28 

8alt 

8,90,90 

6,76, to 

Excise 

0,11,60 

20,13,66 

Customs 

6,71,96 

31,89,85 

Starap.s 

. . . . 5,16,96 

10,96,08 

Kegistration 

16, 9f 

1,12,01 

Kailways . . 

16,08,86 

25,01,16 

Ii ligation 

3,79,69 

8,79,66 


Total . , 77,30,76 

1,60,06,11 


Between these twenty years it is clear that tho amount absorbed bj"^ tho 
Government on these accounts has increased more than twice. As a matter 
of fact, the general level of prices diu-ing the same period has increased 
practically in tho same iiroportion. Tho incidence, however, has fallen 
unevenly." So far as excise is concerned, it will only affect those who are 
habituated to intoxicating liquors and drugs ; it will not fall on others, 
though the indirect effect on the community may bo different. But the 
customs rovenuo shows that almost all people who in one way or another 
consume imported goods have been affected, the revenue having incroasod 
more than five and a half times. Stamps and registration fall upon those 
who have recourse to law courts or are concerned in the transfer of proijerty. 
The falling off in the salt revenue is a distinct gain to pvery one, and the 
revenue from land has not kept pace with tho general level of prices. As has 
been stated already, no definite conclusion can be drawn from it, as high 
prices can benefit only those who have surplus produce to bring to the 
market ; and these must have gained at the expense of the_ landless people. 
If the latter pay income-tax, they are still more severely hit as the ex^jau- 
sion of the income-tax revenue shows. Whereas the sum total of » benefit 
to the community has been nothing, different communities have borne the 
incidence in a different manner, some slightly, many heavily, while a few 
have benefited by it. 


The external exchanges also affect tho incidence of taxation, though the 
Government have been at pains to correct it sometimes successfully and at 
other times unsuccessfully. The deflation of currency between 1893-1898 
must have affected the incidence to the detriment of the debtor but for the 
amends the Government soon after made by forcing the pace of rupee 
circulation to an extent that coidd not be di-eamt of before. After. the 
commencement of the War, the exchanges began to rise owing to the heavy 
exports of war materials and the high iirices secured bj^ them abroad. 
Prices rose so high that even silver was affected by it, and in order to 
prevent the rupee becoming, more valuable than its silver contents, the 
exchange was periodically corrected. Finally, on the recommendation of the 
Indian Currency and Exchange Committee, the rupee was sought to be 
linked with gold at the rate of 2s. in the expectation that it would stand 
at that level and in the belief that Indian prices necessitated such a~ high 
exchange. The only miscalculation was that internal ijrices responded to 
foreign prices which was not the case, as gold prices affected only those 
commodities that are the staple of international tmde and not of mere 
internal commerce. The exchange fell sharply and it is now rising It is 
not certain whether it will stand at Is. 6fZ. or go down to Is Ad What- 
ever it is, taxation based on one level of exchange will be unset when tVio 
exchange deviates from it. A -practical effect is nmrseen hi the bo^^ 
given by the Government to the^ steel industry which has been net,trXed 
VII— 56 



by tlie higher exchange, and the tax-payer has not to bear oKti-i „ 

to protect it from “dumping”. The incidence of LernaTta?^^^^^^^ 
changed by a rising exchange. There is no doubt some gain in our i-emiK 
tance transactions to England ; but it has to be remembered that the effort 
o his gain is neutralised by the fewer rupees which the exporter will aefc 

to be' f lbw"?w- econom^'poSn we h^ipfn 

Siffen the nf f 7= unforttmately tcndefto 

a rulnoi^^y p^ald^fself 

niixr foregoing is to suggest that it is not possible to make 

any leasonably satisfactory estimate of the incidence of taxation, unless we 
account tor these and similar factors which change the incidence as between 
class mid class and possibly from year to year. Nor are there detailed 
materials tor one to work upon even making allowances for these. To take 
the incidence of land tax, it is absolutely necessary to know first, the 
ei^nings of over a hundred and seventy millions of cultivators and field- 
labourers who work on the land, how much thej' retain for their labour, and 
how much they pay to the landlord by way of rent. Are these persons 
ordinarily in a position to have any surplus produce, which they can 
exchange for their necessaries of life, such as clothing which they may not 
produce? In ryotwari tracts and in places where there are land records, 
it might be possible for the village accountants to give an annual return 
of the number of acres cultivated by every tenant; but then there is tlie 
further question of the rent paid which can only be guessed. It ivill certainly 
be beyond the competence of the village accountant to collect the informa- 
tion, and, even if he does, it might be no better and no more reliable than 
the estimate of produce he supplies. Nor is there any method of calculating 
the rent annually reserved by the landlord^ except by rough guesses from 
registered lease-deeds where they are available; and as for pernianently- 
settled areas, it is not possible to ascertain it at all. Even with reference 
to the rent-receivers, there ma,y be a pretty large number whose rent is 
just enough to maintain their family. We have therefore to take account 
of' the large landlords, including owners of permanently-settled tracts, tenant.s 

irlinafi lansfihnlrl intflvfisfs nav luoi-o t.bjin is iipnpssnrv fnr fninilv pniisiitini. 


holder does not pay a pie or it, nor the cultivating tenant who raises just 
enough, to support his family and pay the rent. But the peasant proprietor, 
whether he cultivates the land himself or lets it on lease, is the person 
severely hit along with the largo body of landless people. And till we know 
their pi*oportion to the total population, it will be futile to gue s tiio inci- 
dence of tax on them. 

Nor is any effort at generalising as to the real incidence of other taxes 
likely to be more fruitful. We can postulate with reference to certain 
taxes. The salt tax, for example, falls undeniably upon every individual, 
so also the cotton duties. There cannot be any variation as to the con- 
sumptiou of salt between the rich and the poor; but there is wide scope for 
diffei’ence in the consumption of cotton, woollen and silk goods. It i.s sure 
to vary not only between class and class, but also between luqvince and 
province and communities and communitias. Perhaps, fashion is making 
its inroads nowhere more perceptibly than in wearing appare . Apart from 
1 ceneral and a vague statement, which in many cases may bo wide ot the 
mark that the costly piece-goods, silks and woollens are consumed by the 
more’ advanced communities, wlio may he earning a couple of thousands a 
vear one may not be sure if any sound or sensible statement can be 
Even with reference to a commodity such as sugar, you cannot piedic.ite 
Wtl^^ ncidenS Llls ou the various classes; for there are large ma.s.ses 

of mS X do “ot C0..SU,„B ,.t „ll, »..d thco arc 

oi fi.nlr fli'nfc'irv Fivo dissontuiK members ot tiie niuiau 

mmkllled labourers in a town maiming a wage of eight annns^^ ( ay 

SSniJating themsolves'lnto many homseliolAs irrespective of cla.s.s or wealth, 
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aud those who may be presumed to bo callable of cousumiug these beverages 
do not do so, while others do. Next to salt, _ petroleum may be said to be 
an article of universal consumption and the incidence of the duty falls on 
all classes; but the same cannot bo said of tobacco. Many classes use 
tobacco in one form or another and many others do not; and it will be 
difficult to say on which class the duty falls. If wo take the excise duties, 
apart from the statement, ba.sed upon a priori reasoning, that country 
liqiUor is largely consumed by the poorer classes, the labourers, artisans and 
field-workers, it caiuiot bo stated what proportion of the rest consume foreign 
liquors or their locally-manufactured substitutes. Even so with refei-ence 
to most commodities that are taxed. Of course, wo can say on whom the 
duties on machinery, i)lant, motors, cycles and such things fall. But they 
are only exceptions that prove the rule that differentiation of classes 
cannot bo made for assessing th'o incidence of taxation on each class. 

Ixi'EiiKxcK.s rno-vi: ceutain Heads oif Kevenue. 

This is not to say that nothing can bo postulated as to the incidence of 
taxation. The statistics already available can throw some light on the 
incidence of each tax, if not on particular classes, at least on the community 
as a whole. To take land tax, for example, it will be found that whereas 
in 1898-1899 the total revenue raised was 27-1 crores, at a cost of 4 crores to 
collect it, the revenue rose to 31 crores in 1910-1911 and stood at the same 
level in 1920-1921, the cost of collecting the same suhi rising to 51 crores 
and 8 crores respectively. That it is to sajq whereas the revenue rose by 
4 crores, that sum has been bodily transferred to the tax-gatherers as price 
for collecting the same. In common parlance it would bo called robbing 
Peter to pay Paul. There are only two inferences imssible, either the 
expenditure ivas incurred in a hopelessly z'cckloss nninnor or the maximum 
of productivity had been reached at tho timo of original assessment. One 
is unwilling to bring home to tho Government the charge of yecklessuess, but 
it does violence to tho accepted canons of taxation, ft has to be remembered 
that a good slice of the land revenue is raised from permanently-settled 
tracts, and the increased cost of collection must be due to periodically 
assessed lauds, which raises the proportioii still higher. A tax may be said 
to bo reasonable if the expenses of collection aro less than 2 or 3 per cent. 
The cost of collecting the land revenue is 25 per cent. 

Salt has been responsible for some acidmonious criticism of late, and 
a study of its statistics is not without its lessons. During the period 1882- 
1888 when the duty was Es. 2 a maund, the increase of consumption per 
year was 668,000 maunds. Between 1889-1903 when the duty was raised 
to Es. 2-8-0 the annual increase fell to 272,000 maunds. When the duty was 
restored to Es. 2 in 1903 the rate of increase jumped up to the astounding 
figure of 1,270,000 maunds per annum. In 1905 the consumption was 39-i 
millions and when the duty was lowei-ed by 25 per cent it rose by 4 millions 
in two years. Between 1907-1908 and 1920-1921 the rise was 9 millions and 
the revenue expanded from 5 crores to 6^ crores. The population mean- 
while expanded only by 6 per cent. It follows that when the duty is low, 
and the incidence is slight, the consumption increases perceptibly; and when 
the tax is raised the consumption falls. For one thing, it gives a cogent 
answer to His Excellency Lord Eeading, when, in certifying the Finance Bill 
of 1923, he said, “The economic arguments against the tax appear to stand 
on shadowy foundations.... The mill-labourer is shown to spend approximately 
56 per cent of his income on food and of this amount salt represents only 
two-fifths of 1 per cent. The incj-ease of salt tax must have an infinitesimal 
effect at a period such as this.” If a commodity whose consinption is only 
two-fifths of one per cent can show so sensitive a response to the vazdation 
of the duty in the manner it • has done, no further proof is necessaz-y as 
to the economic helplesszzess and destitutiozz ■ of the people. 

We may next take sugar, another article of general consumption. It has 
already been stated that zt is not possible to say on what classes the duty 
on zt falls. _ But there are certain inferences that can be drawn from the 
zmport duties on it, as it is an article in which local production ought to 
izzeet all dezzzands azzd allow a nzargiiz for export as well. The sugaz--cane 
cultivation is of ancient oz’igin and all local demand was being met from 
znternal production. The import of bounty-fed sugar during the close of the 
last century caused alaz-m and led to the closing up of many refineries in 
the United Prozdnees and the area zmder. cultivation shrank -by 13 per cent 
At the instance of Sir James Westland, countervailing duties zvere levied 
on bounty-fed sugar. They produced 94J lakhs of revenue, and beyond that 



tlitl iiotliiiig Lo stimulate local production. Tlie area under culLivntinn k 

Whereas independent estimate of yield was' ton 
per acre in the United Provinces in 1899, the estimate made oii a more 
_ scientific and careful basis”, which Mr. Findlay Shirras claims for his 
IS less than a ton per acre for 1920-1921 and 1921-1922. The internal supply 

1 ^® foreign article that settles^the 
i n In ® imported sugar was raised from 7^ per cent 

to 10 pel cent in 1916, to 15 per cent in 1921 and to 25 per cent in 1922. 
Even ^yhen the duty_ was raised to 10 per cent, the revenue began to fall : 

1 Q 9 n ® 1918-1919; 128 lakhs in 1919- 
19.^0, and 109 lakhs in 1920-1921. In 1921 when the revenue was raised 
to 15 per cent, it was expected to yield 2.35 lakhs, but as a matter of fact, 
1C yieiacd ooO lakhs ‘owing to the abnormal imports consequent on a fall in 
pnces. 2 he revenue was expected to yield another 25 lakhs in 1922, but it 
loll by loO lakhs again owing to a further fall in jirices. About one-fifth of 
tlie sugar consiimec^ in the countrj' is iin^iorted from abroad. The consumer 
not only pays the 25 per cent import diitj', but practically a similar enhanced 
price on everj' ton of indigenous article whose production does not expand 
to reduce its price. The sugar-producers have a bounty without the possible 
risks of the monopolists to shoulder a part of the customs duty. For every 
rupee the Government raise, the consumer pays five. 


The income-tax has taken the place of the land revenue which has now 
receded into the background. In 1898-1899, the total collections was less 
than two crores, but to-day it is about 18 crores. The minimum of exemp- 
tion was Bs. 500 till 1903 when it was raised to Bs. 1,000. The normal 
increase year then was only five lakhs of rupees. Between 1903 and 
1915 the exemption limit and the rate of taxation were the same, but the 
normal increase in collections was eleven lakhs per year. In 1916 the rates 
were revised and they were expected to yield -an additional income of 
Bs. 135 lakhs, and the super-tax levied next year was expected to bring in 
another Bs. 200 lakhs. But the receipts which were only Es. 313 lakhs in 
1915 rose to Bs. 1,126 laldis in 1918. The exemption limit was raised to 
Bs. 2,000 in 1919, and it was expected to relieve 287,000 assessees out of 
381v000 and cost a sum of Es. .75 lakhs to the exchequer. But the calcula- 
tions have all gone wrong. The total number of assessees now ‘is nearly 
two and a half lakhs, and the tax has increased to eighteen crores. The 
constitution of the Central Board of Bevenue and the formation of a separate 
establishment are said to be responsible for a more rigid collection, but they 
cannot explain the sudden accession^ of revenue, _ though the maximum seems 
to have been reached. The following table gives in lakhs of rupees the 
income during the period : — 


Tear. 

Tneome-tax. 

Super-lax. 

Refunds. 

1915-16 

311 

, 

• 

1916-17 

566 


. . 

1917-18 

725 

222 


1918-19 

815 

319 

. . 

1919-20 

1,135 

261 

77 

1920-21 

1,396 

636 

128 

1921-22 

1,609 

877 

291 

1922-23 

1,532 

721 

4 

1923-21 (Eevised) 

1,156 

655 

190 


The table shows Uiat 1921 was the year of maxnnum yield and, since 
then there has been a drop. The explanation can only be sought, 
springing up of a class of "profiteers” the product ol the Wai, who h.ue 

made fortunes out of the misfortunes of 

have not diffused but have been concentrated m the hands of a tew, is 
proved by the fact that the total number of assessees has i«ci eased ouly by 
a lakh and a half. Even so, the total number of people eaining taxable 
inc^ie allowiim a family of five for every tax-payer, are only a million 
and a Quarter out of a uon-agricultural population of a hundred and twenty 
miller About one per cent of those not supported by agriculture earn less 

than Bs. 35 a month. 


The Fuxctiox op Tax Eevexue. 

The fir^t canon of taxation which it f. 

•ovonues .are .strictly limited to objects uhic i, oug State. As uecc.s- 

•apital and which .strictly he within the piini of the Debt 

arily coming within the first restriction, is the foun.vtion oi mo 
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Redeinptiou Fund, Mdiosc prinuiry object is the rodoiiiptiou or avoidance 
ol’ debtj or, which is the same thing, the construction ot railways. The 
scheme adumbrated last year by Sir Basil Blackett is now given effect to, 
and, if successful, will earn for him from posterity the title of a “Grand 
Kedcemer” of debts. But it has in it the elements of failure which it ia 
time is sufficiently foreseen. The scheme provides _ for creating a sinking 
fund so called of 4 crorcs every year together one-eightieth of the excess ol 
the debt outstanding at the end of each year over that outstanding on the 
31st of March 1923. Accordingl 5 ', provision is made this year for a sum 
of Rs. 4.78 crorcs from the public revenues j and as fresh loans are being 
taken up every year, the revenue contribution will proportionately increase. 
Two definite advantages are claimed to what Sir Basil Blackett calls a 
“scientific” sj'stem of debt retirement; and they are, firstly, the reduction 
of the amount that has to he annually borrowed, and, secondly, the confi- 
dence created in the minds of those Avhom the Government want to bo 
their creditors, in respect of the sociirity offered then, so that 
the rate of interest may be kept down. One important thing to note is that 
it is not a real sinking fund but a bogus one, whose object is not to retire 
a single pie of the subsisting debt, but to supplement the proceeds of loans 
to meet expenses dul 3 ’ dobitablo to capital account. The total debt now 
outstanding is Es. 1,015.71 crores, and that sum will remain and continue to 
grow 3 'ear lifter year. Oulj' as new loans are raised each j’ear, the capacity 
of the people to paj' interest therein will be correspondinglj' reduced bj’ 
having to pas' in addition to the interest a proportionately increasing amount 
of tax, to keep pace with the growing capital expenditure — may be some 
years later when the craze for merrj' loan-mongering is satiated, the loan 
proceeds may fall off, and the revenue raised bj' the Blackett formula may 
become sufficient to meet the annual capital expenditure. Even then, why 
this fund is called the “Debt Redemption Fund”, instead of being very 
properly called “Supplementarjr Capital Fund”, is not clear a?id that 
sliould be its true nomenclature. 

The scheme adumbrated with such ostentatious floiirish, and which 
appears to have been l)lessed by many business member.s of the Council of 
State, is not a new one; it is only the old policy of utilising surpluses for 
capital expenditure iir a new garb. Two criticisms against this policy 
may be quoted here and they are oijposite. Sir Ernest Cable, representing 
the Bengal Chamber of Commerce, said: “Among the deducted items are 
included the annuity charges for the purchase of the old guaranteed lines, 
amounting to the large sum of £3,013,000. The payment of these charges 
from profits is another instance of that policj', the ■wisdom of which I ven- 
tured to question in my speech on last j’ear’s budget. I mean the policy of 
debiting capital expenditure to revenue. The Egyptian Government are, 
I know, aiding the development of Egypt by the same method. But, as 
Lord Cromer remarks in his Report for 1903, it is open to the objection that 
the present generation of tax-payers is bearing the burden of remunerative 
expenditure, a portion^ of which might be legitimatelj' borne by posteritj^ 
Persistence in the policy seems to argue a certain want of faith in the 
continuance of the prosperity of India; and besides, nij' Lord, I do not see 
why we should liquidate the just liabilities of posterity”. To this Sir Edward 
Baker, the Finance Member, replied : “I am in entire agreement with 
the Hou’ble Member that it is wasteful and unsound finance to construct, 
improve or- purchase railwaj's out of revenue, more especially since our 
railwaj’’ property has become remunerative and imposes no burden upon 
anyone”. All this was twentj' j^ears ago; but thej^ have not lo.st weight. 
To impose high taxation to meet a portion of capital expenditure and appro- 
priate it not onlj'.in a progressive scale but also the accruing surplus to 
capital expenditure maj' keep the interest low, but they argue a hectic rate 
' of progress which may exhaust all national resources. A reduced level of 
taxation and a slower pace in material progress might j^erhaps conduce 
more to steadier development. The policy does not seem to fit in with the 
claim made bj' Sir Charles Innes that -tlie Government of India are now in a 
position to raise loans on much easier- terms than in-ivate agencies. The 
argument that the credit of the country must be raised by such means is 
fallacious, as Sir Ernest Cable pointed out, and it is not true either that 
it is low in the London or in the Indiair money market. 

The Debt Redemption Fund is nob the oiiR- raid made bj- the Govern- 
ment on the public revenues. By a convention established between -she 
hlembers of the Legislative Assembly aird the Government, another important 
encroachment on tho taxable capacity of -fche poor has been made since 
September lust, bj- which, besides the creation of a railway reserve and a 



fn^+i^l’ ? I? of the excess over three crores will be transferred 

to the laiiway reswve, and the remaining one-third will accrue to the 
The purpose of the railway reserve is stated to h(i “to 
serve the payment ot the annual contribution to general revenues: to lao- 
vide. It Mcessap’, for arrears of depreciation aud for writing down and 
iviitmg on capital; and to strengthen the financial iiosition of railways in 
order that the services rendered to the jmblic may lie improved and rates 
may be rediK'ed . Sir Charles Junes pointed out in the course of his 
ii • that a reduction of half of a iiic per mile in the rates for 

third-class passengers will eat awaj' four aud a half crores; aud if. so, how 
the rates can be reduced by the reserve passes one’s understanding. To levy 
high rates to create the reserve in order that the rates may be lowered 
out of that vesp.vvft lil.-p ■r>i£jr*rv f\f l\x\ 
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constructing _ new lines, the necessity ror a reserve to "strengtiieii tiio 
financial position of railways”, does not carry conviction. It is clear on 
the contrary that it is a quid pro quo to the Government for the generous 
concession which they have made to the public revenues out of the railway 
proceeds. Nationalisation of railways lias begun on principles which aio 
the reverse of sound and economic administration. 

The memories of the Members of fclie Legislative Assembly who voted for 
this convention liiust have been exceedingly short; otherwise it is impossi- 
ble to conceive how they forgot that these reserves have an unliapny kuack 
of lending themselves for improper uses. The history of the Famine Insu- 
rance Fund, which one flue morning was found to have boon eaten away 
by the Afghan wolf, is not an ancient one; nor the misapplication of tlio 
Gold Standard Reserve, which, created for the purpose of supporting e.v- 
chaiige, supports Throgmortan Street instead. What the future will Juivo 
in store for this railway ve.servo need not be guessed ; but there is no 
doubt that the principle of creating out of railway taxation a '’fund for 
the reserve aud also for general revenues, deserves closer examination than 
has been accorded to it by the couveutiouiats. Sir Basil Blackett declared 
with a sigh of relief that the tax-payer is now ussiued of a regular and 
growing contribution to the revenues from his investment in railways; but 
the iuve.stor gets his intore.st from the traJfic returns. Should tlio cost of 
internal transport be kept high in order that tlio general tax-payer might 
have his relief? The relief so given this year is a littlo over five and a Jialf 
crores; and there will besides l)o a raservo of seven and a quarter crores 
by the end of next year. If the railways had just paid thoir way, there 
would not have been surplus which is now the apple ot so much prov'ineuU 
discord. It is taxing a portion of the community for tho bonoht of tho 
larger public, and when it is realised that tho commodities whoso transport 
Sues avo so raised, and tho men whose furc.s. aro .kept so high uro least 
SS S bearing tl e burden, one can ea.silv imagine how nnju.st is tl. s 
luKtiou fro.,. -So ,.uUic ..lilitv .so| vi,.o to t .o rol.o. of 

l,coo„.o a Kroa-iog soaroo of 

the general benefit of the wholi-. ^ i 

^ Inmort iiit iiQwever. are expense.-, relating to abat m yuig.ir par- 
I f.nlLl ii itiou-lniilding piirpo.se.s. The abaiuioiimeiit of tlie dwctriiu 

of State-main 
of individual 
and railiva; 
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with State- 
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iiiorely largo -seale production on a jro-opefatUi* b.ivn 
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tlio soil l).v -such moans. 'I'lio individual is to produce, distril)Uto and con- 
sumo on co-oporativo principlc.s. Life uudoi* such conditions would bo ono 
of Arcadian simplicity: and when such thoorios uro urged as moasuros of 
practical apj)lication, tho linaucior is hound to look at tho cost. Already, 
tho claims of nation-building moasuros aro prc.ssod in a mannor calculated 
to mako a heavy draft upon tho inoagro resources of tlio ta.\-p.ayor. 3finistors 
aro now in diligent <iucsL of industries which dcclino to bo spoonfed by 
departmental doles. They will not .sprout oven under tho happy atmos- 
phoro of sympathetic ofFicialdom; they .seem to shrink at tho waste of public 
money that keeps a number of high-paid gentlemen in idle dismay. A tariff 
board is now actively at work dispensing charities to patriotic invcstor.s 
who have been getting a paltry S per cent dividend out of tho abundanco of 
the toiling poor, tt threatens to remain as a standing invitation to similar 
sufferers to apply for immediate succour. Wo have schemes for universal 
education agd compulsory education just hung up for want of funds now 
eaten up by under-paid minister.s and their i)and of enthusiastic ofiicors 
of tho Education Department. If we .shall have scattered throughout tho 
length and breadth of tho country a number of disi)onsarics, wo shall havo 
brought to tho peasant, the mainstay of tho country, health, wealth and 
education — on approved western lines. 

Fr.nna.vn Eik.vnci;. 

In view of our commitments on projects of this nafuro, it becomes 
absolutely neces-sary to consider the financial machinery to raise tho necc.s- 
sary rovenuu and moot tho e.\pendituro in proper proportion. It is thoro- 
foro very proper of tho Committee to havo rai.sod tho tiucstion of federal 
financo and havo also attempted to place in their questioiuKiire a sum- 
mary as to tho working of that .system in other countries. Sir Basil Blackett 
stated last year that few persons havo begun to realise tho enormous 
difference that tho Boforms Act had made in the matter of public rovenues. 
'Wio separation of the central from provincial revenues, with tho corre.spond- 
ing soparation of central from provincial o.xpenditnre, has created a .situa- 
tion full of comploxitic.s, not merely in the matter of inter-provincial 
adjustment of accounts, but in the liabilities of tho ta.x-payor. Tho federal 
sy.stem ha.s broken down in every foreign counliw in that separate water- 
tight .sources of revenue could not bo earmarked for federal as distingui.shed 
from State or oven local i)urpo.se.s. 'I’ho general theory and custom based 
upon it, that tho indirect taxes must bo .set apart as a pre.sorvo of federal 
authorities, while direct taxes on land and incomes must bo left to States, 
has been given up; and in the United .States and Switzerland, tho federal 
governments havo begun to supplement their sources of revenue bj’ direct 
taxes. So that people who aro fond of maintaining inter-statal indopeudonco 
and autonomy havo to bo content with paying double taxation on tho 
same source, ono to meet federal expenditure, and another to meet the 
expenditure of tho States. Experience has shown them that it is not 
possible to allot distinct sources of revenuo to tho confederation and the 
constituent States, and it is arguable that if tho States wairt to secure 
their political existence, they must bo inopared to sacrifice their financial 
independence^. Elsewhere the confederation has been formed luoro or less 
out of a conglomeration of various political entities exercising independent 
sovereign powers within themselves, and has been tho result of accident or 
- design. It is not surprising, therefore, that though tho_ same source is 
taxed twice over, they put up with it in view of the maintenance of tho 
larger interests of inteixstatal- independence. Even as between State and 
local taxation there has been considerable friction, want of uniformity, 
evasion and failure, and in the United States especially, a satisfactory 
scheme has not been evolved yet. 

Fortunately for this country, we are not fettered by historical antece- 
dents; it is possible to write a fiscal sj’stem on a clean slate. Even Ihe 
evolution of the major provinces has been but a few years old, and the 
exercise of strict control by the Central Government as the supi'eme head 
both on fiscal matters and in matters of administrative detail has preserved 
a unity despite distgmt separatist rumbles. Those who have been advocating 
•separatism in finance have subordinated it to the maintenance of the politi- 
cal unity and integrity of the country. If the necessary implications of 
separatist finance aro widely understood and appreciated, it may be doubted 
if the movement for iirovincial home rule would gain much strength. For 
few even among the ardent advocates of provincial independence are anxious 
to purchase it at the expense of the economic unitv of the country. For 
political purposes and economic purposes they would require the "country 
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to the .satiTtactioii^ of Uic i)ooplo, imics.s tliero is uu unifoi'in 
nioasuiG or taxation, udiicli ivill jiavo duo rcyard to tlio comparutivo fiscal 
needs and re.source.s, c-spocially amon^ autononi()ii.s provincos unectiudly 
ondoived by nature or dovoloiicd by human agoncie.s. 

Difficiilties naturally ari.so a.s to iho pro])ortion of fedora! exjionditiuc 
each provinco ought to bear. It is the imporial oxpcndituro tliat will iiav'o 
to decide the imperial rovonuc.s. Tf certain article.s of universal consump- 
. tion and if the customs duties wore to bo the solo sources of federal rovenne, 
tho burden of oxiiondituro on tlio various* provinces may bo brushed aside. 
Although tho provinces may not boar the ineidenco of these duties eunally, 
it can bo argued that a truly .scientilic allotment cannot bo made and time 
tho chiof concern of the Government is only to avoid discrimination, bhen 
though plausililOj U similar argument cainiot liold in tho case of income-ta'C 
or, for example, iuhoritauco tax, if it is introduced, im^much as a province 
might pay tho income-tax to tho imperial revonnes to a dis|)roporuonatcly 
greater extent than others. Jlombay and Bengal will pay a heavier sum 
than Madras or tho Punjab or tho United Provincc.s for the mainlonanco 
of tlio Army or carrying on Podoral administration, 'riicro alisolutoly no 
reason why’ tlioy should. A.s tho innnbov of poojile who pay income-lax i> 
limitod, it would follow that provinces which Inivo fewer a.s.■'e.^sees _ will 
escape paying their just sluu'o of tho co,->t of deleneo. wliereas provinci'> 
Avho.so citiisons have hy their entorpriso and skill contriimted to the econonuc 
dovelopmout of the country and to tho addition ot national rciouicOs lull 
liavo to pay a greater amount. To provincialise _ income-tax would niean 
to hlout tho balances of the more advanced provinrt's, and that, bc-.i(h^, 
cannot bo dono without finding some _other source of jedm'al revenue, live 
ju’ovincialisation of land rovenne, wlnlo it has the ellecr ot exeinpting the 
largo mass of tho peoplo from paying thoir fair .share ot imperial imrtiens, 
lias the oifect of diserimiiialing between tho siilijects ot varion, province>. 
Where land has long sineo reached the stage of maximum impoverishniont, 
it can yield hut a feelilo inereuso in rovenne and wluwo extensive aie.is 
have been newly lirouglit uiuier tho plough by irrigation t.icibue^. i n'V 
can contribute a growing revenue and relieve the people from tlm-^o mbii- 
tioiial tax-burdens to which the more sot led proviiue-, will bo Jnu- 

deiico of taxation will vary among tlio «!inerriit cbissr. and pcidt-. ii ,i. 
dilferent pvovince.s. and as Uetweeu dUferout proyimcA (be clmnut ei ot 
expenditure will also vary, beiioritiiig sonio rlas.,es in one, and oiaei < b. . 

ill others. 

Tho principal sonree of iniDorial revenno. le.iving enstum . ‘'"'1 ; , 
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to form a permanent source of imperial revenue, that on land remaining 
a provincial head, the inequality of imperial burden, on the different pro- 
vinces will widen, and the gap Avill become unbridged if the provinces are to 
supplement their sources of reven\ie by, it may be, an addition to the land 
revenue. That the inequality is already working a hardship is seen from a 
study of the iDrovincial balance sheets. Taking the year 1921-22, the first 
year of Reformed Councils, Bombay raised by direct taxes Rs. 66 millions, 
of which land contributed Rs. 54 millions, and incomes Rs. 11 millions; 
and by indirect taxes Rs. 52 millions, of which excise contributed Rs. 34 
millions, stamp and registration the balance. The total was Rs. 118 millions. 
Ill the same year Madras paid Rs. 60 millions in land revenue and about 
Rs. 4 millions on incomes or Rs. 64 millions in direct taxation; and paid 
a further Rs. 71 jnillious in indirect taxes, of which the contribution from 
excise was Rs. 48 millions, stamps and registration accounting for the rest. 
The sum raised was Rs. 135 millions. The third major province, Bengal, 
collected a revenue of only Rs. 87 millions, of which land paid Rs. 30 
millions, income Rs. 9 millions and excise Rs. 18 millions. Out of this 
revenue Bombay paid Rs. 29 millions for law and order, met its general 
administration charges of Rs. 12 millions, and the cost of collection Rs. 20 
millions. After paying debt charges, it spent on social and public under- 
takings a sum of Rs. 68 millions. Madras at the same time had its law 
and order maintained at a cost of Rs. 32 millions, and, after paying a 
similar sum to collect its revenue, spent Rs. 13 millions for general admini- 
stration and could pay for social and ijublic undertakings only Rs. 10 
millions less than Bombay. Although for its total revenue, the proportion 
paid by Bengal for law and order was greater, it amounted to but Rs. 33 
millions. The cost of collecting the revenues was Rs. 18 millions, and general 
administration charges was Rs. 11 millions. Its secondary expenditure was 
the lowest, being but Rs. 45 millions. 

These figures disclose no justifiable principle of provincial taxation. That 
Bengal with a population of 46 millions should raise but a revenue of 
Rs. 87 millions, whereas Madras with a population of 42 millions should 
raise Rs. 137 millions, and Bombay with a population of a little less than 
20 millions should raise Rs. 118 millions, shows considerable disparity in the 
incidence. Nor does it appear that the inequality is corrected by the 
impei’ial levy; on the contrary it appears to be only emphasised. Reference 
has already been made to the fact that on incomes Madras pays a third of 
what -Bombay pays, and Bengal has now begun to -pay a little more than 
Bombay. It is not possible to believe the customs sufficiently off-set the discre- 
pancy. What is true of the major provinces is true of the minor provinces 
in the main. Inequality of this kind can only be accentuated, if, with the 
same groups of provincial and imperial heads of exi^enditure, the same princi- 
ples of taxation are followed. Nor can fresh heads of expenditure be 
transferred to those provinces where the incidence of provincial taxation is 
low in order that the level of both may be raised. It cannot be done tor 
the very simple reason that the hitherto most-favoured provinces will at 
once stai't a ci-y and since they happen to be endowed with powerful lungs, 
they are sure to win. We find them winning all along the line. And eveir 
if such an arrangement is made, the burden of imperial taxation will at 
the same time be reduced. If the object of taxation is to raise the revenue 
on some equitable basis and not to rectify the inequalities of distribution as 
between province and province, no separation into water-tight com- 
partments between provincial and imperial burdens and provincial and 
imperial expenses can be i^ossible. There is little chance of even accidence 
coming to our help. 

One justification for sepaTation of federal from provincial expenditure 
can possibly be the insignificant character of the former compared with the 
latter. ^Wiere federal expenses include such major and ever-growing heads 
like the army, imblic debt and general administration consuming so much 
as 65 per cent, leaving but 35 per cent to be divided between provincial and 
local purposes in the ratio of two to one, the inequalities of the incidence 
to which we have adverted assume greater importance. The federal govern- 
ment will gradually lose all concern and intere.st in those objects which 
more immediately alfect the economic well-being of the people and rest con- 
tent with having handed over the charge of it to the provincial administra- 
tions which are in closer touch with the people. All sense of proportion will 
naturallj’ be lost in its scale of expenditure and, what is worse, it is likely 
to . turn round . and say that the provinces are resiionsible for internal 
development as far as taxation can help it. It may be taken as positive 
VII- 56 
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will be the permstent reply. A finance minister who is constantly reiiiiiuled 
ot tile proportion which he aiiiiually spends, say, on agriculture and the 
feels compunction at tJie dispai’ity, iriil have tlie moral pressure 
°f if i‘®iiioved, once he ceases to look at the agricultural grant but has 
only the army hill to pay. That will be the worst of separatist finance in a 
deiiendeney like ours. 

Ill the view that ha.s been set out above, it is clear that none of Llio 
plans adumbrated by Seligman, whether individual]}' or collectively, can lie 
expected to effect even a theoretically correct distribution of taxes between 
Federal and State Governments. Whether the tax is assessed by local autho- 
rities ivith addition for the use of Central Government or by Central Govern- 
ment with additions for local purposes, the iirinciple of autonomy goes, 
and that_ is the essence of federal finance. The separation of tlie sources of 
revenue is found to work unevenly. Assignments and subventions, as has 
been stated above, and as the history of provincial assignments since the 
days of Lord Mayo, shows, cannot give satisfaction. The character of ilie 
revenues points to the fact that a central administration is capable of 
taking a more approximate estimate of the fiscal needs, requirements and 
capacities of the country as a whole than a number of separate administra- 
tions. Experience has shown in other countries the need for customs and 
incomes being managed b.Y a Central Government, in order that there may 
be no occasion for discrimination. The same must be said of the excise on 
salt. With reference to the present provincial lieads of revenue, the olwi- 
ously unequal levy on land in the different provinces is a most oppro.ssivo 
and vexatious feature of the fisciil .system, and the importance of equalising 
the incidence in any attenijit at reforming the basic principles of taxa- 
tion is called for both on principles of fiscal expedionc.v and on the 
broader princiijles of moral obligation which every civilised State owes 
to its subjects. It is a tax wliich vitally affects the teeming millions 
and the inequalities of whose incidence has been so sanctified b}' usage as to 
blunt the moral instincts of those who should have been foremost in remov- 
ing them. If the suggestion made below to tax liigbor agricultural incomes 
is adopted, an amalgamated staff of the revenue and income-t.ax depart- 
ments w'ill have to administer it, and obviously it is better as an imperial 
head. The provincialisation of stamps has already begun to bo worked un- 
equallv and the recent amendments of the .Stamp and Court-fees Acts do 
not disclo.se any true appreciation on the part of the legislators of tlio 
place of fees in' the fiscal system. To lax justice or commerce for revenue 
purpo.ses is to show a remarkable contempt lor both. 1 bo last iinport.int 


loe-ilities and among different clas,so.s. tho utmost advantage may ho gaincu 
both to Stale luul its subjects. It is dealt with m greater “J;;:’: 

where There does not appear to be any source wbicli might be e.\ilu.sivt > 
.Uministered bv the provinces with advantage to the eNehequer or to th. 


administered 

tax-payer. 


necessarily the best form of Govornmeut, it may he ‘ ; 

inay havo^ to put up with some measure of b.scal " ,t 

"l pol timt tor o foJon.l oro ““ t.o ,lu i 1 

exposition has been made anywhere as to the comparative meiit., .ind dtni. nm 



443 

of u Federal versus TJnitarj' State. The growing demand for division of 
provinces on linguistic basis, or on a religious basis so as to minimise the 
Hindu-Mussalman problem, points to a striking divergence from those 
economic ties, facilities and resources wliich alone can periiaps be a rational 
basis for the formation of administrative units. The condition precedent 
for political division is the confidence of the people to work those institu- 
tions with fairness and equality; jpid where there is, a general distrust of 
each other, it would be folly to i-emove those forces which have been 
at work in welding the heterogeneous mass into one homogeneous whole, 
'file existence of a centralised government is one of the most potent instru- 
ments that has so welded the people of this country. The process is not 
yet complete. The premature formation of independent units out of what 
were mere adrainistmtive agencies to carry on the behests of a strong 
Central Government,’" has been responsible for the fissures which have been 
driven into a people struggling to be united. Communal feuds and religious 
feuds, where they are not petty or personal, are the outward manifestations 
of the fear of the opportunities 'which provincial home rule will give the 
majority communities to tyrannise over the minor ones. The introduction 
by Sir H. S. Gour of a Religious Endowmens Bill in the Legislative 
Assembljq with the necessarily legitimate implication, based upon the experi- 
ence of the Madras Bill, that the provinces cannot be trusted to legislate on 
the lines of least resistence oven on a matter in which Hindu feeling 
may bo expected to be united, is a melancholy confession that five j'ears 
of provincial home rule has only taught the lesson of our unfitness for it 
and that on one matter at least it must give waj' to central legislation. 
One maj' be pardoned for venturing the apprehension that iirovincial 
autonomy may only prove an instrument in employing the brute force of 
majority to accentuate fiscal inequalities by so modifying the burden of 
taxation as to hurt jiarticular classes and communities and benefit others. 

The Classific.vtion op Taxes.' 

Before entering into the various sources of taxation, it may peihaps be 
necessary to say a word or two about the classification of taxes and their re- 
lative importance in the fiscal system. Many attempts have been made by able 
financiers to divide them into a number of groups, even to the extent of 
preferring the one to the other or of omitting some from the list altogether. 
For example, the commei'cial services are held by some to be outside the 
scope of taxation. If so, the revenue derived from posts, telegraphs and 
railways ought to be excluded from the category of taxation. Even the 
water cess will then have to go. Extending the same principle a little fur- 
ther, fees have no place in any tax system. The duty on stamps, whether 
used in commerce or in the administration of justice, must be regarded as 
fees which are not taxation proper. Again, there is a conflict between the 
comparative merits of direct and indirect taxes, or what Seligman has 
called^ personal taxes, and real or specific taxes. Indirect taxation has long 
been in vogue ; and direct taxation, especially on incomes, is of recent origin. 
The large increase in revenue which direct taxation has brought to 
the exchequer since the War has emboldened financiers to depend 
more upon it than upon indirect methods ivhich add to the cost of living 
much to the chagrin of the tax-payer and the embarrassment of the tax- 
gatherer. It is completely forgotten that the apparent increase is not likely 
to last long and will have to be considerably moderated down when stabili- 
zation of indces takes place with the restoi-ation of a stable monetary stan- 
dard. Anyhow, the various conflicting views about the sources of taxation 
will have to be duly noted in an3’^ attempt to find out if the scheme of taxa- 
tion is equitable and in accordance with economic principles. There is be- 
sides a century-old conflict whether land revenue is a tax or rent, and in 
attempts_made_ by certain critics to assess the incidezice of taxation, the land 
revenue is entirely left out of count. 

Strictlj’ speaking, fees, commez'cial services and even land revenue will 
have to be omitted_ from taxation proper, if the collections under these heads 
were made according to well-recognized principles. But unfortunately all 
tiieso have developed into taxes pi'oper in their administration. Heither the 
duty on general stamps, nor the court-fees on judicial stamps, nor the fees 
for registration fulfil the function of fees proper. What distinguishes a fee 
from a tax is, whereas the latter is a general contribution for general pur- 
poses, the former is a special payment for special services rendered by public 
agents as compensatioji tbeiofor. Although the Slate bj’ its power of com- 
pvdsiou obliges the individual to resort to public agencies and fixes arbitrarily 
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tlie paymeut made tlierefor, as a rule, says the German writer, K. T Ehe- 
hevg, the eharg^ should be no higher than is necessary to meet the avera'm 
cost of running the office concerned, though in particular cases the fee may bo 
above or below the avpage level. _ The public agencies or institutions exist 
tor public ends, and the fee is paid by the individual who resorts to them 
tor the special service so rendered to him. The paramount importance of 
niaintaining these institutions and agencies, whether the citizen resorts to 
them or not, is the reason for not recovering the entire charge from him or, 
at all events, not more than their maintenance charges. The character of 
the fee is admittedly changed in this country. The principal item, stamps, 
IS a provincial source of revenue, and it yields about twelve crore.s of rupees. 
The stamps are^ a tax on transactions and on judicial proccediiig.s, and they 
are levied and increased as such. Their incidence has been heavy, unci they 
have had a marked effect on the economic condition of tlie iieople. The 
high level of stamp duty oii transfers of property has had the effect of aclcl- 
iug to the burden of the borrower or the vendor who usually pays the full 
amount, and though it might not have restrained traiisfem, it has in many 
cases led to undervaluations to escape the onerous character of it. The increase 
in the court-fees, has, if possible, acted as a deterrent in dissuading people 
from resort to law courts, which cannot and ouglit not to be the policy of 
any settled Government. The heavy cost of litigation i.s one of the prime 
causes of the ecpnomic deterioration aucl indebtedness of the people. It i.s 
a, Avholesome policy of civilised States to make the administration of justice 
as cheap as possible, as it is the one bed-rock upon which human institutions 
rest. Ilesort to law seldom reflects ability to pay : iii most cases it is a 
regretted necessity, regretted both by the plaintiff and the defendant. By 
taxing it, you shut the doors of the court-house to all but the rich. Its 
effect can only be to rob the faith of the people in tho administration of 
justice — not very high even now — also to develop a sense of wrong-doing 
among the rich who can snap their fingers at those wlio cannot a.ssert tlicir 
rights without ruining themselves. Bentham was not far wrong in his 
interdict of taxes raised from litigants either in the shape of stamps or 
court-fees, nor Hobson when he condemned dtities on deeds of transfer. To 
keep them within the limits of fees, they must he so reduced as to make tlio 
receipts just enough to run those agencies whose services arc invoked by the 
citizens. 

Taking commercial services, post and Iclegraplis are naturally tlio most 
successful of the public industries in whicb^ Governments everywhere have 
shown a special aptitude. Prom the very nature of things they are likely 
to develop into monopolies with a monopoly price on them. But tho policy 
of using these sources of revenue as a means of taxation is now outgroWii, . 
though it may be vei’y difficult to avoid the aim of business profits develop- 
ing into a tax. In the United Kingdom and in tlio continental countries of 
Europe, the aim is to secure only business profits, and a small margin over 
expenditure is budgeted for. A similar princiiilo was also aimed by tho 
Government of India till recently, and owing to tho financial strops thcro 
has been a deviation from it. Tho abolition of tlio pice post-card and tho 
half-anna postage letter shows a tendency to do small busines.s at liigli rates 
in preference to a large business at low charges. It is needle.ss to enquiro 
into the financial results of such a policy. That it is not called for in tlie 
interests of the public is not denied oven by those who justify the iiicrea.so on 
tho analogy of the penny postage in the United Kingdom. Sir ^falcobu 
Hailey regretted tho necessity for putting an end to tho pico j)o.st-cjirtl which 
had a sentimental background and also tho half-aniia po.Aago for lettcis. Jfo 
justified it solclv on the ground of financial iiocessity. The telegraphs, iio 
said, more than paid their way, which meant that tho charge.s are heiiig 
levied on the principle of what tho busine.ss can hear. It lo poci-uhie that 
with lower charges larger business might bo done. Ui the combined working 
of posts and telegi'aplis S'v ilalcolm iluil<iy dcetcetod and tuat li.ul to ho 
made good by raising the postal rates. The annual surplu.s from thc.so 
services is under two croro.s in the average; but accordHig to tho statement 
made this year by Sir Basil Blackett, on a princip o of .strict coinmercia 
accounting there is likely to bo a .small los.s. Bithiii tho strict etonoii)> 
Coupled with low rates, tho receipts might ho made to appio.vima to to ho 
cost ininciplc; am1 thiit is t|,<! policy to bo oi.oo<l ot. ' .o f ™ 
cost principle as against the profits principle, .as .stated hv aii 




consulting the interests of the services, if not of the lower, hut _ certainly of 
the higher ranks. An element of tax is introduced in what is purely a 
mercantile project. 

The most important service, the railways, is now worked in the country 
on neither the costs nor the profits principle. It is mainly a source of tax- 
ation. It was a source of taxation when it showed year after year only a 
deficit balance, and it has also become a source of taxation now that it 
yields a good surplus. The general tax-payer paid the guaranteed interest 
with a deficit budget and he now pays in high rates and fares for the an- 
nual surplus levied on the principle of what the business can bear. The 
business opportunism which converted the Swiss railways into potent instru- 
ments for the economic weal of the confederation has no place in the work- 
ing of Indian railways, and they are run on principles which run counter to 
the legitimate interests of the people. Since the railways began to turn the 
tide, they have been the principal source of income to make good revenue 
deficits, and when these overstripped the railway receipts, there was a further 
imposition of increased fares and rates. If the Indian railways had been 
worked on the principle of commercial profits, the budget would have been 
equalised by additional taxation or curtailment of expenditure. As it is, 
there is a high and unjustifiable strain on the movement of goods and men 
which has retarded internal commerce and increased everywhere the cost of 
living. The recent separation of the railAvay finance from the revenue ac- 
counts might bring home to the people the exteait to which the tax on tran- 
sit has relieved the pressure of taxation on other heads. For the current 
year the relief so given is about five crorcs. But it can do no permanent 
good unless the railway system is going to be worked on pure business linos 
without the monopolist charge for the service. The aim which the Swiss 
Federal Council sought to achieve by taking over the ownership of the rail- 
way system, and the success that it has met so far, indicate how successfully 
the national aim can be accomijlished even in this country, if the State 
undertook its control and managed it with a similar end in view. Apart 
from the appeal to national pride which insists, as it did in the Swiss Federal 
Council, upon the popular management of those affairs which are of prime 
importance to the safety and well-being of the commoirwealth, the case for 
nationalisation is founded upon sober calculations of lower rates, duo facili- 
ties for the development of internal and external commerce, improved con- 
ditions for railway employees especially of the lower grade, and of cheaper 
management generally. At present it has all the evils of a monopoly concern 
petted and favoured by irresponsible boards, who have more the interest of 
the foreign trader than of the Indian tax-j^ayer at heart. 

General Principles of Taxation. 

The question whether these and other sources of public revenue, to 
which we shall advert later on, are equitable and in accordance with econo- 
mic principles is one of prime importance and cannot be answered without 
defining those economic principles which are the fundamental basis of tax- 
ation. One naturally refers to the well-known maxims of Adam Smith, which 
in spite of years still take the field, and desires to know the additions or quali- 
fications necessary to bring them up to date. It may be stated at once that 
although a few maxims of minor importance have been added by critics, the 
maxims of Smith are good for working purposes, though all of them are not 
of equal importance. _ Criticism has rather centred round the view-points 
that should bo taken in a scheme of taxation than upon finding out qualifi- 
cations for them. And the view-points are the logical outcome of the various 
annotations made on the ability principle Avhich is the first and the foremost 
of his maxims. Himself a nationalist of wide outlook. Smith attacked the 
mercantilist theory ivliich was in vogue in his time; and his successors 
founded upon liis system a distinctly individualistic school, of wliich the 
most celebrated exponent ivas Mill. Under the influence of the utilitarian 
school of moral philosophy, the individualist school in economics imposed stern 
limitations to governmental actions. It is not to be wondered that during 
the nineteenth century a stricter interpretation was given to the obligations 
of State in ^respect of individual concerns. It is a far cry from tho,^ days 
to the socio-political doctrines of Wagner which strike at the root of all 
social organisms that rest upon free competition and the distribution of pro- 
perty based upon it. Socialism and communism are not yet sjient forces, and 
though the best modern economic thought does not go so far, it goes far 
enough to justify the employment by the State of its powers for promoting 
such economic and social adjustments as will make for the well-being of tlio 
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ment, which m some cases are regressive, are justified on the older view but 
piogiessive taxation can be justified onl3’' on the modern view. Some econo- 
mists, who are astounded at the length to which graduation can be carried 
on, seek to justity it on the rental theory. Mr. J. A. Hobson justifies it on 
the ground that it is only taxation of surplus, though he admits the difficul- 
tics in practical application of tlio theoretical basis of economic rents. Pro- 
portional taxation, on the othei- hand, can be justified on the older view 
and will not meet ivitli the requirements of modern advocates. Sir Josiali 
Stamp seeks to unify the conllicting principles by enunciating the view 
that “first Olio must assume the differences in wealth and ability to have sonio 
ethical or economic ivarrant behind them; provided secondly, that the burden 
SO laid has no economic reactions inimical to the progress of society, one 
can then examine the basic assumption, and if it is felt that it is not fully 
sound, and that some people are richer and. others poorer than can bo justi- 
fied either on ethical or economical grounds, one can go cautiously awa3’ 
from the first results by judicious modifications.” A deviation from this 
ethico-econoniic principle is beset with difficulties, and lie adds: “When we 
introduce the third principle — the obligation of the State to rectify unjusti- 
fiable differences of wealth — we put it upon the State to inquire into the 
merits of the two incomes and to ask such questions as the following: fs it 
really possible for pure abilit3'^ to he worth so much more than ordinary 
powers can command? Is not the reward too high? Does not this man o.x- 
ploit the monopoly of his name and fame, and draw as nnoarned wealth foe-s 
from a lot of old ladies who fancy they have something the inatter with them? 
Unless we are going to deny that men differ in ability, in application and 
in thrift, and that those differences are rightly reflected by some difference 
of fortune, we cannot carry the obligation of the State to rectif3' inequali- 
ties of fortune be3'ond that part of the inequality which wo can confidentl.v 
assert is not a proper reflection of the inequality of abilit3’, application and 
thrift.” 

The view-point of Sir Josiah Stamp has certainly this merit about it 
that, whereas it moves away from the older school, it does not approve of 
a Avrench from the economic foundation of modern society, based a.s it i.s. 
upon a competitive system and free organisation and movement of capit/il 
and labour. The ulterior object of taxation Avill have a .subordinate place in 
a scheme, the prime concern of which is an equitable burden on the lax-pu 3 C*r 


ou a progressive scale. It need hardly be pointed out that it is poKsioIo to 
carry out this principle only in the case of direct t.ixes on incomes from wind- 
ever sourco they mav bo derived and upon tangible immovable property. It 
would bo very difficult to give effect to it in indirect taxe.s. Professor ,SeIig- 
nmn says that it is possible to do so. Ho instances the case of wh.skv and 
tob-icco and asks : Why should not the u’liisky tax bo imiioscd .it .i highei 
rrnulL? Why should not the tobacco tax I.e .so arranged 
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make for social development are taxed to the top by a beuian Gov, 
meat. J’rigation is taxed; roads are.taxed; transport ia taxed: S mnur, 
IS taxed. The groniih ot the population does not enhance agricultural value 
for, the more men are thrown on the land the less is the yield cS« mui 
it IS notono^ the pressure ot population on the laud is increasing steadily. 
It IS a case for easing the horse and not tightening the reins. If new staples 
are introduced and the soil is made more productive, it is due certainly to 
human effort, whether of capital or labour, possibly both. There is no un- 
earned shower for an Indian cultivator, as is for tho man who invests in oil 
or rubber or any such speculative stock, and of whom it may safely bo said 
that he toils not, neither does he spin. If; as Mr. Hobson says, it is not 
feasible or, equitable to attempt to earmark and attack for revenue Iho 
separate items of surplus in industrial wealth as they emerge in the 
present distribution of rent or dividends or profits, tho presumptuous claim 
to measure by a percentage the unearned increment from land is tho most 
audacious for a Govornment depurtiiieiit to make oven in this country. 

The iiractical difficulties in separating the economic rent from tho value 
of the produce are recognised by all those who aro not obsessed by tho need 
to find theoretical justification for established wrongs. There aro as manv 
unworthy earned incomes as unworthy unearned incomes, says Sir Josiaii 
Stamp, but n-ithout stooping to discriminate, it may bo stated that what 
passes for rent is not merely rent in the Ricardian* sense, but rent in a 
commercial sense. Tho laud revenue is tho price paid both for tho use of 
land and the improvements made therein. Even yir. Shirras Is forced to 
admit in all discussions on the incidence of a tax on rent it .should Ijo re- 
ineinheved that pure economic rent of agricultural land is not eoufmed to tho 
natural qualitio.s of the soil, but is infrequently mixed up with form.s of in- 
come due to capital and labour, and that iii India it certainly Is not, except 
in the rarest cases, pure rent, and, like similar imports on land in other 
countries, is best classified, as a, tax. Ho adds: “It luis all tho characteris- 
tics of a tax and its classification as rent or as a tax docs not in any way 
affect its incidence or its effects.” That in fact Is tho real i.ssuo. In the 
calculation of rates of assessment between land and other iiicomc.s tbi-re is 
certainly some ullowanco made in favour of tho former. Tho rate is on the 
net produce; allowance is made for seasonal iluctuatioiis, for co.sts of cul- 
tivation, for varieties of produce, for differentiation in soil and for improve- 
ments made by tho landlord or tenant. And yet, the qiic.-^tion vemaiii'i 
whether a oO per cent tax is a reasonable levy. In ail tlic.so refined calcu- 
lations, the marketabio value wlu'ch land inherently pos.-iw.ses Is invariubl.v 
ignored. No account is taken of tho capital invested on land, nnliws it bo 
that agriculture is an indu-stry which is expected to be divideml-frco. If tlio 
tenant is to bo reduced to tho status of a serf attached to the land, whirb 
is inalienable and from wliich ho cannot bo alienated, tho land he cultivates 
hceomes part and parcel of the serf which 1ms no value outsiifo of Iiim. ifut 
if agriculture Is to tlirivo us a national industry and a going concern of 
immense potential and recurring ivealth, tho invc.dor mii.iL e.xpect some re- 
turn. I\lr. Findlay Shirras s:iys that in .'^mno jilacc-s land is worth eigiuy or 
ninety times tho Govovumeut rental. A a per cent intere.it on the vuhm of 
23 years’ rental may bo a very moderate deduction fiom an arithmetuaf 
calculation of the net produce and, if that is allowed, no tax will be payable 
at ail. 

Thu que.-ition is naturally a-ila-d in»w then the bind t. growing in v.tlne. 
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wliicli make for social development are taxed to tke top by a benign Govern- 
I^^^^sation IS taxed j roads are taxed; transport ia taxed; manure 
IS taxed. The groivth of the population does not enhance agricultural values 
for the more men are thrown on the land the less is the yield per capi J am! 
it IS notorious the pressure of population on the land is increasing stekily^ 
It IS a case for easing the horse and not tightening the reins. If new staples ’ 
are introduced and the soil is made more productive, it is due certainly to 
human effort, whether of capital or labour, possibly both. There is no^un- 
earned shower for an Indian cultivator, as is for the man who invests in oil 
or rubber or any sucn speculative stock, and of whom it may safely be said 
hat he toils not, neither does he spin. If,‘ as Mr. Hobson says, it is not 
teasible or equitable to attempt to earmark and attack for revenue the 
separate items of surplus in industrial wealth as they emerge in the 
present distribution of rent or dividends or profits, the presumptuous claim 
to measure by a percentage the unearned increment from land is the most 
tXHcl3<cio\is loi ti GovornniGii't "fco nicikG qvgii in “tliis couniiry. 

The practical difficulties in separating the economic rent from the value 
of the produce are recognised by all those who are not obsessed by the need 
to find theoretical justification for established wrongs. There are as many 
unworthy earned incomes as unworthy unearned incomes, says Sir Josiaii 
Stamp, but without stooping to discriminate, it may be stated that what 
passes for rent is not merely rent in the Ricardian sense, but rent in a 
commercial sense. The laud revenue is the price paid both for the use of 
land and the improvements made therein. Even Mr. Shirras is forced to 
admit in all discussions on the incidence of a tax on rent it should be re- 
membered that pure economic rent of agricultural land is not confined to tho 
natural qualities of the soil, but is infrequently mixed up with forms of in- 
come due to capital and labour, and that in India it certainly is not, except 
in the rarest cases, pure rent, and, like similar imports on land in other 
countries, is best classified as a tax. He adds: “It has all the characteris- 
tics of a tax and its classification as rent or as a tax does not in any way 
affect its incidence or its effects.” That in fact is the real issue. In tlio 
calculation of rates of assessment between land and other incomes there is 
certainly some allowance made in favour of the former. The rate is on tho 
net produce; allowance is made for seasonal fluctuations, for costs of cul- 
tivation, for varieties of produce, for differentiation in soil and for improve- 
ments made by the landlord or tenant. And yet, the question remains 
whether a 50 per cent tax is a reasonable levy. In all these refined calcu- 
lations, the marketable value which land inherently possesses is invariably 
ignored. No account is taken of the capital invested on land, unless it bo 
that agriculture is an industry Avliich is expected to bo dividend-free. If the 
tenant is to be reduced to the status of a serf attached to the laud, which 
is inalienable and from which he cannot be alienated, the lami he cultivates 
becomes part and parcel of the serf which has no value outside of him. But 
if agriculture is to thrive as a national indijstry and a going concern of 
immense potential and recm-ring wealth, the investor must expect sonio re- 
turn. Mr. Findlay Shirras -says that in some places land is worth eighty or 
ninety times the Government rental. A 5 per cent interest on tho valiio of 
25 years’ rental may be a very moderate deduction from an arithmoticjil 
calculation of the net produce and, if that is allowed, no tax will bo payable 
at all. 

The question is naturally asked how then tho land is growing in value. 

The reason is not far to seek, 'rhe mass of the population do not regard 
land as a field of investment, but as a certain .source of jiiconio _ wiieroin 
capital is secure from loss or depreciation. Owing to tho general ignorance 
orevailinf^ and the absence of sound sources of mvestmont, the only wealth 
to can think of is land and buildings. Tlie fresh f.eld.s and pasture.s new 
oponed by the contact with European civilisation have not icon tmnptiiig. 
encouraging and inviting. jNIany of tbo .small inanstvies 'mwly started luuo 
more or less failed and left no pleasant memoncs bolund. Iho economic^ effect 
of the crash of Arbuthiiots in raising tho v.niuo of ^ 

Madras Presidency has been disastrously felt; and similar Jaih res « ‘'O'vl ‘ ‘O 
have had no better result. The join^stock banks are inalung but ^ 
tures to the current capital of tljo educated middle 

very limited measure ibo confulonco in tbo security ot the oaph; . J -t •* oi o 
a decent return for it, is nob widespread or firm; and bourn er much it n av 
bo deplored, tlie fact cannot ho disputed that lands li.avo ns.Mimeil a 'ah"-' 
because of tbo scarcity of other forms of 
and reasonable security. Tho fall in tbo valuo of 

omorgoncy i'^-snos of in^onio-tox-fi’oo loiin.s nnd otlioi nuUs t* . * J 



ill tliu .mtiin.ilv will luiit(' ,il| .utioliun, Ui .1,41 a ultuial ui>altli to liio pool. 

Shah aiul Khaiahat.i I'lLmialo aL ahoiiL a huiuhcd unci lUty cioies 
tho .igiiinltuia! iutonioi ol l.imllotcK ihaL i>o o'^iapo taxation, and on tho 
analogy ot locoipt-, on intoiia.'j, c'^liniaio a piohahlo iinpiovoiuont of liftcon 
or siMcon oiou's Ui tho o\( hocpior. lint il tho oxoinption liimb is plutod 
In'gh in oulor to .dlnu a niaigin for the land ta\ alieady paid, tho cstiinato 
will piohalily lie high, 'riioie is again the ipiistim as to tho le.d lont ic- 
coived by tho /«unindai .. .Mr. .'^huias asso'Scs tho pusunt lionnty enjoyed by 
tho .'.aimnd.its at si\ ororos iioi .\o.ir. A t.i\ on higher .scalo on ptoportitss 
than on o.unod im.iniies tioni pioiossioiis aiul tr.ide is geiiurally loconiiiiondod 
on tlio gionnd ot the .ib'eiue ot pi ecai loiisiit'-s and uiuoitainty; bub piactioal 
furnionj think othoiwise. Vou cannot chnigo the gtos, intonie of agric-ultiuo 
on the s.niie sc.ile .is other imoiiit^. Ksjn (.i.dly in tin', coiiiitiy whoio tho 
somccii ot iiiigation aie liiintod and iaitlilf.s .uid tlie laiiifall is uiuoitain, 
the clKintis ot .1 siucc,'sion of good iiops .vie leiiiote — the agi icnlLui ist.s hold 
eciii.illy piecarion. with the eaiind iiuotiie ot the |ii olcssional nieii. It is 
tine til. It kind t.innoL be e\t iiigni-hed. thmigli it may le.irh tho ni.i.ximnm 
stage ol iiiipoc el ishiiiont ; .ind ili.it i« win tlie t.i\ on higher iiicoiiKs is to 
be 111 addition to. Inii not in adistitntion of, .1 nioderato tax on lent. 
M’hether tho e.voiiiptioii limit n to lie It -. .’J.OliO or Its. .'),(JOO ni.iy bo ciocided 
upon .liter .1 few %e.irs’ expciieiice. in older to .noid i.iking .my 11. sb 
step, the limit m.i.\ s.itely be Kept to st.iit with as high as Us. o,000. In 
.my lefoim of the l.iiul nwenuo s_\,iyni the lint’, of le.ijt rtsistante .110 llio 
best and the higbor p.itriotism of the nobility m.iy be expected to tetoneilo 
itself to this s.uTiiiie. in i iew to the leliel tli.it it will givo to tlio laigo 
body of smaller pro()iiotois who aiu st.iitel,\ in a innition to keep liody and 
soul logetlier. 

Tin; fxiii.itiTvxci: 'I’vx. 

Closel.s allied to tlie (pagion ot the disti ibiition ol land levenue is 
the intioduction of the mbeiii.mie tax into the lisc.il .senite. Tlio sugges- 
tion is nob a new one. In the lmpeii.il f.egislatno Council it .ippc.iis to lia\o 
boon laised Lwao, onto b^ Sir (('iilluli Kv.m . .md .mother time by Di. Hash 
llcliati Glioso. The Goveinment ot Iiidi.i also seem to b.ive diseiKsed its 
4 fea.sibilitic.s on tliiee dilfeieiit otcasions; cnao at the iiistaiao ot .Sir Jleiiry 
.Maine, again at the iiiuiatne ot Sir ICdw.ud J.aw .md foi a thud tmiu m 
toimecbiou with the Calciitt.i Improvement .Siheme. Sir JOdwaid ilakor 

dcelaicd in l'J07 that on all tlicso oct.isions tho \eiditb was agamsb ib and 
ihab though possible on paper it w.is imwoik.dilo m praclae. lb is now 
jovived by those who aie impiessed with tlie need tor additional tevoiuie. 
Tho diliicultics with leleieiao to the adnimistialioii of tho duties owing to 
tho joint family sistom may bo otoicome. .\’or will the novelty of (lio 
measuie bo the thief gionnd ot its tondemnation, .is it tallies with it tlio 
oxpeiimeutal letommcndatioa of .ihiiosL all the civilised toniitrios. And 
when it is seen that tho duties have been a sonico ot toiisidoialilo tmancial 
stieiigth to tlio woriicd goveinments, they aio ileemed logitiimito soiucos 
that ought to bo tapped and mcoipoialed m .mj piopcr lisc.il .sjstem. What 
they aie expected to bring in this comitiy is nowhoio stated with authorita- 
tive precision; and, after all, one may not bo snicj that they will biing in 
any large levenue. 'I’lio main .vicid will iieccssaiily have to bo fiom tho 
laud. Taking the value of the land .it 2o jeais’ pnithaso on tho avoiago 
of the annual tax^ tho total valuation may bo fixed at 750 ciores or 
1,500 Cl ores including the peuiianoully-sotlleil aieas. It may bo logardcd 
by many as an niulei cstiinato : but toitaiuly 1,000 ciorcs may bo 
taken as a fair cstiinato, duo allowance being made lor all sub'iisting on- 
cuinbraiices. ff tho pi open by is expected to cliango hands ovory 25 yoais, 
to croies ol loal propoity may como uiidor tho opoiation of the Lax- 
gatheior, and including the valuo of tlio poisoiialities of 10 crorcs, 50 
croies in all. At an average ol 5 per coat, tho tax can yield but 2 i crorcs 

.1 year. Tho estimate may bo cheeked with tho yicjld of tho tax in tlio 

United Ivingdom. Bofoio the \Var the annual acciotion ot ii.itioiial wealth 
was estimated at 350 to 100 iiiillious aiul tho death duties collected woio 2.5 
millions. The most optimistic estimato in India has been 20 croies, and 8 

per cent will bring in but 2i croies. As all estimates go, it is only a 

guess; bub it is certain that the financial outcome will not be comparalilo 
with the political and economic risks involved. 

And it is the political and economic risks that have got to be duly 
noted. The duties will be legaided by the people of this countiy as a direct 
affront to those common feelings of delicacy which would not suffer llio 
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attached to death, which even in tlS r f- ® ^ soieiunicy 

for one to invade the SecLTotfnf +LT ®^^ age renders it a mockery 

eooSfc’" fsTa tote tlf‘ttr‘d 16^1*1 

Hi 

S thf fSih/ it l-i? he deceased is perhaps the chief earning member 
or tne raniiij, it tv ill be only adding to the poignancy of the grief if the 

State should claim a portion of what Death in its mercy may have loft. 

+ 1 ^ members of an Indian family do not usually earn, the 
+1 earning member Tvoukl be an occasion calling for human 
ympathies than official exultation. For the State to claim even 3 to 

5 per cent of the deceased s savings is to deprive the family of even the 
slender resources that might have been left for them to live by. The 
deceased might perhaps have been cut off under tragic circumstances when 
fis presence was most needed, and when the calls of the family had press- 
ing and increasing nee^ on his earnings. The severity of the loss cannot 
be relieved by the criielty of the reply that he should have anticipated the 
event and provided therefor, or that he was in no irorse xiosition than lie 
would have been if he had paid increased duties on income. That supplies 
no answer to the family that had actually lost not only a dear relation, but 
from their aggregate wealth the total capitalised value of his earnings. 


Leaving sentimental objections aside, it is a wholesome canon of taxation 
that a duty must be avoided if it can be evaded. So far as the death duties 
on personalities are concerned, it is easy to evade them, and they are 
certain of evasion. Even an exacting tax-gatherer will fail to tap a fourth 
of the assets that might very propei-ly come under his operation. It does 
not require the genius of a Sidgwick to declare that the duties will be 
determined by the danger of evasion rather than hy the dangei- of checking 
industry and thrift. Donations inter vivos are very common amoug the 
Hindus and Muhammadans, more especially among the former, and very 
little usually, is and will be left to be apportioned after death. It will * 
be extremely difficult for administrative purposes to determine what had 
been disposed of by the deceased during liis lifetime and what reinained 
to be distributed among his heirs and survivors, unless a grand inquisitorial 
and confiscatory office is set up to administer the law. The benami system 
is so deep-rooted that it will even be difficult to get at tangible and intangi- 
ble personalities Tvhich may not have been transferred during the lifetime ot 
the deceased j and if the Government take away the jurisdiction pf courts, 
it Tvill give rise to Tvidespread discontent. It will be bringing disaffection 
to the very doors of the cottage. The failure of the general property tax iu 
the United States to get at personalities and the transfer of tho_ burden on 
realities is an object lesson as how death duties on personalities may he 
expected to Trork. Even in respect of land and other immovable properties, 
the prevalence of the benami system might in many cases successfully thwart 
the attempt of the tax-gatherer from getting a hold on the proper share of 
the deceased. After all, no system of taxation foreign to the genius of rlio 
people and Troundiug their susceptibilities can irmi'k successfully, unless it 
be with the co-operation of the tax-payer; and if the Indian- people ma m 
a dead set against these duties, as they are sure to, tiie dilhciiltie.s lu Hio 
administratiou will be found to bo all but insuperable. 


There are one or two things which Tvill also have to be consiilorod in 
regard to the incidence of this species of taxation, however sound ai i 
rSnable they nlay seem at first blush from the point of view .of tho 
finanSer and the economist. The duties were not imposed oven m tl o 
TTm'fpd Kingdom without encountering severe opposition, and at its head .was 
Uif good Queen VictoH-i who summed up the points to bo urged against 
thenf in a letter to Sir William Harcoiirb. Tho diief ^ 

opposition hushed. Isohody can say ^ e_„Q*Qf pyjjjXc liurlhons: 
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courso in tho areas porinauontly sottlccl. And in order to equalise tlio iuci- 
doiico on all land, tho suggestion is already inado to roinovo tho oxoiuption 
from taxation of liighor agricultural incomes, on a progressive scale, though 
this will involve double taxation, if this i)roposal is adoijted, agricultural 
land will luvvo paid its duo share of imblic rovonues, and a further duty cau 
only bo viewed as an exaction not satisfying tho conditions under which 
it came to bo imposed in tho United ICingdom. Tho stami) duty collected 
on all transfei's inter vivos arc sufliciontly high; tho annual tax is i)itclied 
on no modest scale; aiul a duty on largo incomes on a progressive scale will 
have completed the various direcitions fiom which land can bo attacked 
and depressed. A further duty on death can only givo a death-blow to 
reasonable modes of capital levy. 

It is generally held that taxes stick (o whore they fall; but it may 
not 1)0 that tho death duties will stick to tho so-called beneficiaries. In 
tho largo majority of cases, where tho real property is house, tho tax will 
bo shifted to tho tenant as tenancy is more or less at willj and tlioro is no 
uctivo trade in house-lmilding. Tlio necessity for iirotecting tenants from 
tho rapacity of tho landlords is being increasingly felt in towns and pro- 
tective legislation is loudly called for. An inheriianco tax upon house will 
givo tho whip-hand to the landlord to .shift the burden to tho tonant-at-wilh 
Whore the house is occupied by tho owner there will bo no shilting, r.nu 
as a largo body of house-owners may i )0 engageil either in agriculturo oi- 
trade, they will naturally try to pa.ss it on to those who consuino thoir 
goods or command thoir services. And when such shifting is impossible, it 
can only load to fresh indobtcdne.ss. 'I'his will certainly bo tho caso in 
respect of people who live upon (he laud and havo no surplus jiroduco to 
bring to market. Even though the payment bo spread over a number of 
years, it must necessarily work as a hardship every time it falls duo. The 
pre.ssui -0 of agricultural indebtedness, already acute and distressing, ought 
not to ho further accentuated by any addition to tho burden of tho land- 
owner. Tho extent to which tho duties may aggravate hardship may not 
bo easily gauged, but there can bo no doubt that as land is overvalued h.v 
reason of some economic conditions, oven a modorato tax must press heavily 
upon it. The market valuo of land is by no moams its true value, and it 
may havo to bo halved for assessing purposes. An average of 4 per cent 
has been earned by a fortunate few among those who havo invested on land 
and is iioor vahio comjiared with a war bond carrying C or 7 per cont inter- 
est income-tax free. Tho ISowcar is shown to bo particularly busy in tho 
season of hist collections, and he is sure to ply his trade oven more briskly 
if this fresh impost is levied on land. Between him and tho Sirhar they 
will only givo an additional turn to tho screw of tho coffin of tho peasant. 

The economic evils that aro likely to flow from tho duties do not seem 
to have been sufficiently realised by those who talk glibly as “maids of 
thirteen do of puppy dogs” about tho possible accretion to public revenues. 
These persons seem to havo been amazed at tho growing incomes of zamin- 
dars and busy professional men who leave enormous fortunes when they 
die. Even if that wore so, there is no need in this country, for a statutory 
prohibition of accumulations of wealth : there is no law of primogeniture). 
The continuance o'f .a single fortune through several generations is impossi- 
ble, and as the saying goes “there ai-o three generations from shirt sleeves 
to shirt sleeves”. There is, however, no fear of any superabundance of 
wealth crowding into the hands of a few or dissipating among the many: 
the_ poverty of the mass is strikingly phonomenal. And if their poor 
savings were to bo escheated in part after their death, they can only 
be redeemed by a forced sale of the rest. The beneficiary in ninety-nine 
cases out of a hundred will have no ready cash to pay the duties, and he 
must needs sell or mortgage tho properties in a depressed market. The death 
of every owner will be an advertisement for speculators to knock the pro- 
perty down at a bottom price. There will commence an era of depression 
lioth of real and tangible personal ]jroperty all through the year. Secretary 
Mellon of the TJnited States gives an instance of a wealthy man in 
England who has made a fortune almost entirely out of taking advantage 
of this necessity of executors, not knowing perhaps how his turn might 
come next. But for him and such like, sufficient unto the day is the evil 
thereof. If, as Mr. Mellon says, ownership of land in England has ceased 
to have value and large estates can be purchased for less than the cost of 
improvements, European precedents cannot impress us with the virtues of 
the new-fangled measure. A moderate flat or proportionate rate is nowhere 
in. foi’ce and, if graduation is to be made “stpeply”, it might fibsopb a cop- 
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but in effect there will be very little difference from Bolshevist fiSnce ' 


The Tax ON Incomes. 


•c. general and widespread notion that the tax on inponio<! 

nnnni'r’ ^ expansion, it is high time one is disabused of it Por the 
opposition to that measure is as strong to-day as it was when it was’ first 
experience pf half a century has certainly not acclimatised 
people to it, but has rather intensified the feeling against it One touch of 
nature makes the whole world akin, and in respect ff ^o fiscal measure has 
public feeling been so strong and united as against what it has come^ to 
regard as a pernicious and inquisitorial levy. When Mr. Wilson introduced 
the measure, it was to last for a period of five years, and his successor. 
Ml . Ijaingj declai'ed that the^ promise ivas not like lovers* voivs meant to be 
broken. Mr, Massey*s objection was even more pronounced^ and he did not 
rest the case for abolition upon the sentimental ground of keeping faith 
with t^ people of the country. The peculiar objection which is entertained 
to an income-tax is not so much the amount exacted under a moderate scale 
of assessment, he said, but the inquisitorial process to which it is necessarv 
to resort. "The process is not very much to the taste of the English people"; 
but_ it is specially repugnant to the habits and feelings of the people of 
India”. It is true that when Sir Auckland Colvin converted the License 
Tax of 1877 into the Income-tax of 1886, no promise of early abolition was 
given. But even a sombre statesman of the type of the late Dr. Sir Asliutosli 
Mukherjee renewed his protest against it, not so much because of the inci- 
dence of the levy — the receipts were then considerably less than two crores — 
but because of the inquisitorial process of it. The War and the aftermath 
of the War have _ clouded the real considerations behind the opposition; but 
now that the grip is to be made tighter, the pent-up feeling will brojvk 
out. If the tax is to play its proper role in the fiscal system, the first 
efforts of the financier must be directed towards removing those objectionaiile 
featui-es, which _ mar its operations and make it an odious instrument of 
liopular oppression. The weakness of vocal exhibition against it is duo to 
the character and status of the assessees and the limited number — loss than 
2.^ lakhs in a population of 300 inilHons — who are its victims, and whohO 
claim all the same deserve consideration. 

The main target of criticism is the agency for the administration of 
the tax which still recently was vested with the revenue aiitliorities. It is 
noAv transferred to a special, and by all means an efficient agency, brought 
into being under the care and management of the Central Board of Revenue. 
That a special department to collect albeit a heavy sum from a limited num- 
ber of assessees should have been organised, shows the predominant shave 
which this source is expected to yield to the public revenues; but little 
attention seems -to have been paid to the havoc of letting loose upon the 
country a multiplicity of officers who cannot co-ordinate their efforts, hut 
can only harass the general tax-payer. When the country is divided^ into 
a number of districts for the purpose of what is called "general administra- 
tion” where the chief revenue officer does nothing more than "aclimnistor 
the land revenue .system, economic considerations would seem to emphajiso 
the desirability of charging him exclusively with the collection of ptifUic 
revenues in all directions, instead of rendering the machinery too cumiior- 
some and unwieldy. At present, there are a crop of officers responsible oi 
the various departments, each moving in an orbit of his own 
condescending to look at the other; and the chief rovenuo ofiicer is ciiaigcd 
with functions not entirely pertaining to the admmisti ation of 
revenues. The result is a medley and no turnover of oliicient woiK. 
Between touring and grievaiice-monpring, when there i.s no ‘ ^ 

ins they may be.supposed to do the daily routine. If the head of tim di.stiiit 
is®o coirdilato with all oto administariiw ,0.o tas- sjw cm. J 

unto- his chai-gc, ami subject to ™ ' .ni ami 


under his charge and snojecc zo u.s ’ (licioiit and 

bSS-liho ;inc’‘’tlmu liw ■■-S rlhoLt-i-d'' toSm 

hunrse 1' 3 f r “k, i;: 
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armies under their command, divide the responsibility which in each admini- 
strative unit must he epitomised in one, and be the custodian and repository 
of the economic knowledge of the district. 

The baneful effects of the duplication of the machinery are increasingly 
felt in the administration of the income-taxes. Though the assessees number 
less than a thousand in each distoict taken in the average, a single officer 
is told off for the work distributed before among a dozen officers of the 
revenue department. The sources of information once tapped by the entire 
revenue staff are expected to be apprised by the resources ho can command. 
An additional officer bj' way of relief is to supplement his efforts in obtain- 
ing first-hand information, which the staff engaged in the land revenue 
administration had facilities to secure, supploinented though by secret infor- 
mation, which enmity or malice can furnish. If the system has not collapsed, 
it is because the recruits have not been drawn entirely from the jaded 
staff of revenue department j and it is too much to claim for them that the 
vigour of administration has either attacked all possible quarters or omitted 
those who ought not to have been attacked at all. It could hardly have 
been better. When it is not loossible or reasonable to lot the tax-payer be 
his own assessor, it is uecessarj' that the assessing officer inust be in a 
l^ositiou to got independent information and act upon his judgment when 
such information is obtained. If the sjlirit of the income-tax department 
could bo infused into the land revenue staff and they are invested with the 
sole duty of investigating into the taxable capacity of the people each 
within his jurisdiction, surely they can make a safer guess approaching 
reality than a single officer or two, however capable and high-minded, not 
in daily contact with the people, and who can at best be guided by infor- 
mations that may not stand scrutiny. And if the proposal to tax agricultural 
incomes recommended already were adopted, there ought to be a coalescence 
of the two staffs who now run on parallel lines. A single staff responsible 
for the levy and collection of both the agricultural and non-agricultural in- 
comes — many a tax-payer maj’’ have to be rated for both — can by reason of 
their close contact with the people and a definite knowledge of their taxable 
capacity cause less irritation, vexation and annoyance than two independent 
organisations each working on its own lines and indifferent by the very 
nature of things to the effect of its systems on the economic condition of 
the tax-payer. 

If the merger of the income-tax staff with the revenue department ai’.d 
the restoration of the status quo ante followed by a strict limitation of the 
function of the whole revenue staff, are necessary preliminaries for a juster 
administration of the revenue laws, the constitution of a separate board of 
appeal independent of the assessing staff is a matter of paramount import- 
ance. The provisions now for appeals to the Assistant Commissioner from the 
.Income-tax Officer and to the Commissioner from the Assistant Commis- 
sioner, besides depriving the assessees of the easy facilities which they had 
enjoyed till now, and rendering the appeals more expensive and not worth 
the trouble, are further economically unsound and opposed to the principles 
followed in the United Kingdom. The appeals are heard in the United 
Kingdom by an unijaid body of General Commissioners, whose local know- 
ledge is of immense help in making proper _ assessments, and in cases of 
difficulty by the Special Commissioners, a trained body of practising barris- 
ters, solicitors, or chai'tered or incorporated accountants or civil servants 
with inland revenue experience. The Royal Commission recommended that 
these Special Commissioners should be divested of administrative work and 
restricted mainly to the judicial side, that is to say, to hear and decide 
appeals. In the United 'States, Mr. Mellon has proposed the establishment 
of a Board of Tax Appeals in the Treasury, but independent of the Bureau 
of Internal Revenue, to hear and determine cases involving the assessment 
of internal revenue taxes, which should sit locally in the various judicial 
circuits throughout the country. This would give, in his view, an inde- 
pendent administrative tribunal equipped to hear both sides of the contro- 
versy, which would sit on appeals from the Bureau of Internal Revenue and 
make decisions, which would be conclusive on both the Bureau and the tax- 
payer on the question of assessment. The tax-payer, in the event that deci- 
sion should be against him, would have to pay the tax according to the 
assessment and have recourse to the courts,^ while the Government, in case 
decision should be against it, would likewise be obliged to have recourse 
to the courts, in order to enforce the collection of the tax. If this pro- 
posal is too democratic, the constitution of an independent tribunal of unpaid 
commissioners of three to five persons, consisting of at least one retired 
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reduction to Rs. 1,000 or oven Rs. 1,500 will cause iieGdle^.s 
in Ration and annoyance to a number of petty assessees, who are in tijo 
main residents of urban areas. It is true that compared witli the British 

lower limit is £135, the Indian limit is high; but if 
tzie raniily is taken as a unit there will be found to ho no great disparltv 
in an European family every member earns except the children aud the 
aged, and the family income in the aggregate is greater. Both the huh- 
baucl and the wife earn in many cases a taxable income which is seldom 
the case here. The Indian family has more members and the oaruim' mem- 
ber supports a larger iiuniber of dependants than in any Eurojicaa country. 
Even as between a family which lias a taxable uon-agricultural income and 
a rural family sustained by agricultural incomes, the economic advantage 
is greatly in favour of the latter. As a rule, the members of the family 
dependent on iion-agricultnral incomes do not earn : they are .so many para- 
site.s breeding upon the earning inonibor. But almost every memtior of an 
agricultural family does liis bit by working on the fields or in some other 
maimer, so tliat the total wealtli may in the aggregate be larger. If we 
allow seven members to a family in the lower limit of asscssccs, the iucomo 
may be less than Rs. 300 a year or Rs. 20 a month per head. The tax- 
payer has to maintain a certain standard of Jiving, and lias certain con- 
voiiieiices to provide for. The exemption limit was specially raised on tlio 
ground of the increased level of prices that ruled in 1919, and it has not 
.shov/n any appreciable reduction now. “On none lias tlio pre.sont range of 
prices fallen more heavily,” said Sir jMalcolm Hailey, “than tho people on 
loiv .salaries who are caught in the smallest mesh of an income-tax levy. 
There can bo no question that the Rs. 1,000 minimum is now a soriou.i 
luird.ship.” Since then, there has hocn no such drop in prices a.s to ju.'tif.v 
a corresponding reduction in tlic o.xeniption limit. IVith tlio recommomla- 
tions of tho Loo Commission staring in the face, it would provoke a .storm 
. among tho lower grades of tlic .services if any such stop should ho taken, 
though iioii-servico men are entitled to a.s much consideration. Even ns a 
political experiment it 11103 ' best bo avoided. 

Tho relatively high cxeiuptiou limit, which it would not bo de.^irahte 
or expediout to lower till the prices fall to a level appro.ximating tho (ire- 
war rato, deprives tho validit 3 ' of any pica for further allowances, ab.ito; 
luonts of differentiations on account of earned income.^, joint earning' ct 
wives and husbands, and of children, hou.se-keepers and doiiendcnt ielati»<s. 
ill some countries, these are taken into consideration huiore the l.vx.iblo 
incoino is arrived. Tf tho principle of making allowances for cluldion, hpu-p 
keepers, and dependants is admitted, it will have to Ijo allowed prartir dly 
in every case, and it is far hotter to keep a liiglior e.xemplion limit fh.m 
inako deductions for tho.-,o items. Tho need for dilfereatiation _ bot'.Ui’a 
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inali';5 lilu aiul it ikMU'iui* to hi;. ln.*i«;>”. That i:> to i.ay, .so loiiit as a mail 
"e.irus” ho will pay a luwor ralo. ainl ahon aflor roUromunt l>y old a};o 
or .siclviu'-%s, ho iavo.t.s hi,, .saviti;;., Iio must pay a third more. Hut tho 
problom is not aouto in India, and invo.tiiiont iiuomo.i havu not rcarhod 
a map.nitudo and proportion to oarnoil intonio. so as to Warrant dilForoutial 
troatmoat just now. 

The di'-criniinaiion it oil i-. mo.uiiipdo- » whon it i.» tho proUviicd aim 
of iho tlovornnioiit to dovohip tho-.*' habit,, ot tlirift ami ;.ayinp. uhich aru .'ai<l 
to 1)0 wanting; to a molanoholy oxti.‘nt. It i. to induct) saving that tho system 
of I’o.t Oliiio .Savin;’,! Ilan’.*, l’«>st Oliin* t'.rdi Cortiruatf.i and otlior forms 
of somiritioi hav*) been brought into **\i.,t*'nto. A furtlu-r o.xlonsioa im.s .d>o 
l)Oon math' in th*.' i^aao of ta\-o\cm{it ,'.(*'nrilii-., wliicii lasido., dopro-.-.inj; 
all otlior socariti*'., a. aiio a certain ..oni**! ol iiuomo it) the investor. The,.o 
scenritio. liavo for their i;n.tr.int* *• the *,-ntiie levenuo,. of India .ind .soeuro 
for their f*)rtnna(*' *>un<M. ltoe*.liini fi.im t.ixalion, which is .•.hifletl on to 
their unforlnnato hiethreii, uln* mip.lit he unniltiii;:. or uli.it i.« inoro true, 
inc.ip.ible of ah *)rbiii;', th*’ lo.in*.. ‘I'he peii.dty lor such in.ddlity is an 
involnul.iry i-ont i ihnti'm by w.iy *)i im-n-.i a il taxation. The evil hui not 
;trov. n in indi.i to llie e.xtent it appe.u.. to be i amp. ml in the I'nited .St.ito*; 
i)Ut tile iiulu* eii’.ent lia,. put .i pit ininin umm iilleiie.-,. and u ithdrauu a 
coiisiilei .ible .itimunt of <apit.d uhi*'b uould li.v.** hii’ii belter foi' invest- 
ment in piodnetivo indn.triv. It ba . fortlu'r h.id t!i*' elfict of rai diu; 
the r.il*' *)f intcU'.t tlii.m.’.hont th** c<mnlry ulseii’ th** price lor money i. 
abnormally hie.h. A t.i\-*'se!n]it ;*cnrity at (5 or 7 per *ent i.. a •. erit.ildo ;p)!*l- 
ndiio f*ir many a timid c.ipitali.t. ami v.hei** iiitlierto h*' u.ts iendin;; momy 
on e.t.y term,, bo wants t*i drive a haul barj'..iia. Cheap c.iiiit.d i> *’.e.ential 
for lh*j a;^;rienltur.d industry; tax-exempt : isniriti*-., maito it ileaier l>y jnu- 
jm.e. Tho l.oiiniy ;'.iven at pre ent to tim e wlnmi the (Jovernment want to 
bo their creditor., niu.t he leinoved, if *inly to lov.er the rate *il intore.t 
for internal loan*. It ini,',l!t imt le p<» dlilo to rai.o the rcfpiiied loan on ;i.. 
ea.v.’ term.', but th<’ exti.i co.t uill l.r) .spre.ul over all t.ix-pasei.s and will 
not bo conrm*(l to tlio o cl.t-..e. who isuuu't Imnonr the (5<i\ *unmfnL by siib- 
seribinj; to their l*i;in,i. The l.ir;’.*’r the j.eciirity, the j'.ie.iter the saviiijj for 
tho inve..tor in tins jtr.iduate*! ;.c;do *)f iiuomo .iml .siiiier-t.ixe . that lie will 
otherwise have to pay, v.iiile the i'.uance **f .smh .sienriti*',; olfers a premium 
for governmental extr.rvagam**, which in tlio einl f.iIK on the fteneral ta.x- 
payer and rel.rtively lujtidy *m ihet n'm-iuVe,.ting pnblie. 

Tho problem of .’Vasion i.s one of ihu mo..t liilliciilt things that confront 
tho administration of the tax. 'ritu *l is honesty of lho.su wlui conceal their 
rapacity puts an extra t.ix on tho.-e who reveal ii, ami tho ineonie-tax 
has thoreforo hecomo a by-word of reproach as .t t.ix on boinxity. To a 
considorablo extent the reproach is true, but the iliirmultie.s are being .slo.vly 
overcome. TIio introdnetitm of .siinplilied form.s of accoiinl.s is not likely to 
im[)rovo tho state of things, it is not u.s though tho la.x-jmyer doo.s pot know 
ho i.s making a profit or lo.-s, ; and there i.s no need f*)r th*> n.s*s of pre.sump- 
tioii in levying tho tax. On the other hand, tho.se wlio give fal.so roturms do .so 
delilioratelj’. and it can only bo iinproveil by tho manner sngge,,tod a.s to 
tho reorgani-sation of tho revenuo .slaff. 'I’lu' ninr*’ important forms of 
evasion are tho direct re..nlt of some .staLiUo or another. 'I'lie familiar form 
of lax evasion i.s for tho lender to take a nsnfrnetiniry morlgago of ilio 
property and lease it to Ihu Iiorrowor. 'J’lioro is reallv no morlgago and lease, 
but a dear money-lending transaction. In face of tlin d*)i;nmcnt.s, fneoinc-tax 
Oflicers are reluctant to a.vse.ss the lender to tax. The Income-tax Act 
itself provides for a kind of ova.-.ion, tho moaning of which i.s not obvioii.s. 
A ‘'registered firm” i.s exempt from super-tax, nnie.ss tho proceeds of each 
sbarohoklor exposes him to tho liability and the partner can ai.so l)o assc.sseil 
for income-ia.x on his sbaro of tiio income, lint an ‘‘unregistered firm” is 
liable to pay rates of income ami super-tax us if it were an indiviilmil. Tho 
distinction between the two is only that the one lias done a formal act 
of registering it.sclf before the Tncoinc-lux Officor and tho other has not. An 
‘‘unregistered firm” can evade tho law by registering itself. 'I'ho I'ationalo 
of the _di.stinction is nob dear. The ingenious conversion of families into 
com])anics to escape the rigidity of tho income and super-taxes, to wliidi 
Sir Basil Blackett referred this year in his hudgot spccdi, is only an 
instance of tho immemorial rivalry between the lax-jiayor and the tax-, 
gatherer, tho one trying to outwit tho other j but tho best roniody lies in 
reducing the chances of suck conversion ho a ininiinum by avoiding discriucin- 
ation ,in the rates. The greater the disparity in the rates between indi- 
vidual and company incomes, tho more active will human ingenuity ho to 
correct it. 



4(30 


fhn Pi’obleiu of double taxation has been settled at a recent conference of 

out nf Dominions and iTdil li has Sen 

out of the difficulties of each portion of the Empire having income-tax laws of 

“ moSe scale! Ue 

snSt In rr-^ invariably in the Dominions and India and 

spent in the United Kingdom. The reverse is not generally the case The 
income is naturally attacked for revenue in both places. Section 49 of the 
xiidiau Income-tax Act pves relief to those who are so hit, and under it the 
mapvimum payable by the tax-payer is at the higher rate. If the tax is 
paid in the United Kingdom relief is obtainable in this country. In practical 
liappens that a good portion of the I’elief falls on the Indian 
exchequer by calculating the rate on the “part’* of the income and not on 
the amount’ of the assessed income. The basic period in Great Britain 
loi assessment of companies is three 3 ''ears and in India the year preceding 
ass^sment. By this arrangement a good portion of the Lax 
collected in the United Kingdom is refunded in India. If the relief allowed 
IS on the amount** taxed twice, the relief might be considei'ed equitable; 
but as it relates to the “part** of the income, a good portion of the United 
Kingdom tax ivill have to be paid by tlie Indian exchequer except in those 
years, when the ‘ part’’ on the tliree-j^ear average is greater than the income 
derived in India during the year of assessment. The maximum of such 
relief may not, of course, he more than half the tax paid in this country ; 
but it makes considerable difference all the same. When the same sum is not 
earned every year, the duty chargeable on the basis of the earnings of a 
three-year average ivill_ be considerably less than that chargeable if it were 
earned in three successive years — a circumstance which renders desirable tlie 
introduction of a three-year basic period for trades, though it lias its defects. 
Where the tax paid in the United Kingdom is less, the relief claimed in 
India^ wdll_ be greater. If the tax-payer is to be relieved against double 
taxation, it is necessary that the relief is confined to the actual “amount” 
of assessed income in respect of which it may be claimed. 

But wliat is the principle on which the indian tax-payer is called upon 
to give the relief and why? Double taxation is not a peculiar feature of 
the British Empire, and it has been in operation _ for years in the United 
States and other Federal Governments, How does it differ in principle from 
raising the same tax, though at varying rates by l)otli the Federal and State 
Governments? In the United States, the Federal and State Governments 
levy taxes on incomes and inheritances in violation of inter-statal comity. 
The very principle of putting a surcharge upon the same source of revenue, 
where there cannot be strict division of sources of revenue between central 
and provincial administrations, recognises tlie principle of double taxation. 
Not only is the Indian tax-payer compelled to shell out y^ear after year a 
decent portion of the revenue to the relief of the United Kingdom, but even 
the important source of interest on sterling debt paid in England escapes 
taxation. * It is needless to enquire whether under the strict interpretation 
of the Act, it is not liable to tax, as the income out of which the interest 
is paid, certainly “accrues” and “arises” in British India. _ The immunity 
from taxation given to the interest receivers on our sterling debt in tlio 
United Kingdom, and the refund to the tax-pay'er in relief of double taxa- 
tion raise the issue whether the tax is related to the taxable capacity of 
the people or not. Sir Josiah Stamp cuts the Gordian knot by holding that 
the tax itself must he divisible into two parts, one part being a ffat rate 
where the income arises on the benefit principle, the second part being a 
graduated rate where the assessee resides on tlio ability principle and p 
rombination of both if the tax-payer resides wffiere the income a^ses. It is 
a compromise between two conflicting vieiys. France luis been bo d miough 
*-n solve it by not charging income arising out of Franco. riie_ Uiutcd 
kingdom cannot be so magnanimous even if it can afford to. Assuming thati 
ft could not, that is no concern of this country as the luvestnient is mac e 
and the income earned with the full kiioivledge of its liability to tax. 
interest on the sterling debt is also chargeable on the iirmcmle laicl down ly 
Sir Josi^b Stamp as the income accrues in this country though it may bo 

paid elsewhere. 

The Revenue fbom Customs. 
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iul idliijtia <hit.v Jiom 7 ^ par lont ta 11 pt'r lonl. iu' .'■.ud lliut “ovii* tiuilf 
i;; puioly a lovi'iitio pnulurin:' J.irilf which, ^viiatcvcr may ho ila tiolocta licio 
aiul ihoii* oil any paiiictilar li.nli*, i. .ulmittciily imt (!ovi:.c(l with .any ohjcct 
olhor than th.a i«) lovonnc.” Ho ur;u«l iliat tlioio .-hnnhl ho no (lop.irtimj from 
it tintil tho whulo <tt tito (iMal imlicv \va> liioi onpjily and o\lian;Uivoly oxatnin- 
od l>y .1 i-miipolont .tnd iinp.uiial hwiy. '1 lio in. si tor w.i. tliorolmo ontruf>(oil 
into tho li.uul. oi a Kr-c.il fni!nni'"imi til okwon inoinlioiw. ulm.o iiu onclm.ivo 
roport h.i- praolisally !vH. liso <ino.tn>n wlsmo it wa*. By a majority of om*, 
t!u* Commi'-'ion us simniondoil tho .ohijition oi a jiolicy of "di'Hcriminativu 
proiootion”-“.i tso minoiojtiial inox.ntil ndo- w hihs tin* minority voted for 
nncptaiii'u'd pjoloctson. I’lio oidy n »tdl of iho l.vhonr' o! tlio Cinnmi'inin 
w.i. tho porpstu.itnm of it olf uinhr tho nom-ih'-phimo ol a 'I'arill Board, 
whoM* ohjcct i‘ to oxpioio .ivoiun ( of .■ r.ipid imln.triali'.ition hy miMii.s o| 
protictivo dutio. or ilin-, t .>^1010 lodp hy honntio.. 'I'ho raMl of tho Board 
Ita.^ not 'O l.ir aiiKodid in ioriotin;' out any poifd numhor ot indiislritH 
doa'ivinp. of spici.d irntilii. to cn.ddo them to w.il!;, ap.irt from uiiaL it 
lurni'ln d hy tho hij'.li reteiiUo sliitii . .du'isly in fono. 

It is nei'djid to h.ive .1 <h .»r iih a a. to tiio idtorior o’njii I of custonu 
sltuios, s'pss iaUy in tho o e.ia . uln io tlo-y r.iniiol ho Ixith proteetivo atld 
productive. '1 he Fi s.sl l‘ommi- i'-n do not di sii... in their loport tlio tdioet 
of tlieir policy of ‘'ili .crimin.itivs- |•s^lt^•ction‘‘ <in the levenm 1 of l!io 
s,v^unirv; they slo not .,sy wis.st mdu-tris- sieui.md prol*etion and to uhat 
oxlent! Xor dot t the di i ntinp. minuto help om* tciy much. 'I’ho majority,- 
report lecomnnmdv tin* leime.-.il tu leit.un dntii •, e.|ucially on coal, .seini- 
aianut.u'tuusl ;;iv.uF, liiiU . .sinl .);in>, law m.steii.il.. machinery ami le.t. 
It doe. not -'.ly ine.v tho l.dl in the nseipt. i. to In- mailo j'.ood and what 
nrtich'. loulil he.ir .111 imi.'.is.d tluty to eiuoiir.im' intern.il prothiction. 
'file ojfect of .111 impoit duty on .ujpir of jior nmt h.t . licen alio.idy do.ilt 
with; hut it m.iy he aii’.u.thle th.it if .in impmt 'Inty of tout per tent weio 
levied on L.iiie.t -Inro pyiod.., without .1 corrtv.pondinf.; e.xci.su, the music of 
tho (hnrla may ho hanler .iml moio emh.intin;; tlian tho imwic 
of the heaven.. But .M.ih.itina (J.indhi h.it. . iiiill-maih’ uooils of Boinh.iy 
and .\hmeil.ihail and L.im.isliiie with .tii<l imp.n ti.dity. 'I'ho s-Mi.-e on mill- 
mado clotlis will he ret.iinesl hy him in hi^ ii'SmI s\ .tom in older that the 
chur/.'u may thrive. I.s a policy like ih.il to he pur.uialr ’I'lie revonuo of 
six erore. whieh importei! cotton ttoo.ls p.ive m.iy then have to !u> ahandoned 
in t'fc'at part, llum;'li Boinhay and .Miiiu-d.ih.iil m.iy he compclK'd to wrinr; 
out more than a piteous note and ihue ter.. Will a similar policy 

with reference to other import-, yield similar le.iiU.i' Wh.it will he tho 
rcxidi of an intensive jirotecti ve ilutv on iiiatcln .. lottsm yarn ami thread, 
mineral oil-s, metals, yarn and t<‘Xlile tahris... ami otlmr wliolly or tnainly 
manufaetiired ^oods, on the pnhlii- ri-vcnues?* Will the diminution of im- 
ports ho conipens.itcd for hy any iiiiTsMse in tlie duty and also on the 
incomes lU'riveil from tiiose who may suiiply imli^'s-nons .snh.stitntcs for 
them? Or liki* siijtar, will they only r.iise the prii-i> ami .starve tho consumor? 

Ill tho ah.some of a eloar le.id as to the proii.ihlo indu.strios that may 
island to tjaiii a protective duty with ullimati* economic ttain to tho country 
cither from tho “thorout;li" or “exhaustive” empiiry hy iho Fi.seal Com- 
mibsiouor or the moro acute lahours of the Tariff Board, it may .safely ho pro- 
■sumed that au immediate rovi.sioii of the fiscal policy i.s not called for, nnd 
tho ulterior ohjcct will have to ho .su.sjioiided till conditions of industrial 
life maturo ami cal! for a chaiijxe. 'j’hu steel and iron industry which h.ul 
excoptional oiiportuiiities for estahlishiiiK itself ou a firm Imsis has hiul to go 
a begging for temporary relief, jiiid it is generally believed not ontirolj' lic- 
cau.so of “dumping’’ liy countries with tlcpreciatiug curroncie.s. It has 
begun sclf-examiiuitioii, a sure road to im|>rovemeut, and perchance tho result 
may ho to elimimile tlio need for Stale help earlier than wo might expect. 
It is goiierally held that the aunouuceiueut of the adoption of a protective 
policy will give a fillip to industrial dovolopmeiit. If words had .such value, 
it miglit easily ho done; hut uiiaccoinjianiod hy acts they are scarcely likely 
to achieve anything. Tho luc-rctiuisito of coHeetivo sacrifice is an aptitude 
for industrial life and a copioii.s c({ui[>mciit of technical skill and scientific 
knowledge. It is not that capital is shy' or labour dear, but that tho loaders 
are conservative. A well-thought-out proposition has seldom failed to evoke 
an encouraging resjionse, and the large mnniior of mushroom companie.s 
started during tho “boom” years that followed the War tc.stify to the willing 
co-operation the community is prepared to offer. If tho pioneers aro ready, 
the follow’ors are many'. It is therefore idle to contend that a more change 
in the fiscal policy would ho accompanied by a rusli of retired or latent talent 
to spread the country with a net-work of iudu.strics. It is unfortunate that 



tke fiscal system sliould be tampered with at a tiino v, 

advantage cannot be derived, and the only possible result can bo 
orfmary .use, in prices and cost of living.^ TtZpolSf sacrifice S.VeS; 


be justified if there is some chance of at ea* T? 

.t .vould be criminal folly to waste national etet Tnd ewn^^ 
in the off-chance of reaching an industrial ideal. For the nonce we ha^ 
learnt at a cost of three and a quarter lakhs on the Fiscal Conimission 
and a good recurring sum till the Tariff Board is wound up the Sn inle 
lesson that empericism is not the final word in industrial fifimice ^ 


• a • the only consideration which should actuate Government 

in regulating their fiscal policy, one must turn attention to the question 
whether the prevailing scale is too high and has had any appreciable effect 
on consumption. It must be stated that no inference can safely be drawn at 
present from trade figures by reason of the fact that the period of tlio 
mn® synchronised with the period of a fall in foreign prices. 

Ifie full effect cannot be measured till a steadier price-level here and abroad 
has. enabled us to test it. High exchange will to a considerable extent 
mitigate the effect of high import duties, and the countries which have 
depreciating currencies can also afford to sell us goods a little more cheaply. 
Referring to the criticism of the assessment of a 30 per cent duty on the 
called ^ luxury” articles. Sir Basil Blackett ai’gued that the couteutiou 
that lower duties would have sho^vn better results was scarcely borne out by 
figures. The principal articles so taxed are motor cars, silk manufactures, 
glass bangles and beads, and tyres and tubes. Except in the case of silk 
manufactures — which of course were affected by the duties — ^the quantities 
imported after the increase in duties were in excess of those before. But 
the contention of the critics is that, having regard to the fall in prices, the 
imports would have shown a still further increase. The downward course 
of foreign prices has obscured the effect of the duties on the volume of im- 
norts. Tn cnmnai-incr statistic.'! of imnorts and exnoi'ts nninfinennial ivvnrurrna 



articles subject to import tlUUXUO UiV KSlUllVl nuij lllilUUlU^OUl'VU III 
India or could not be manufactured without added cost, or those 
for which effective substitutes could not be found. Secondly, we 
do not possess a monopoly or semi-monojioly in any of our exports 
sufficient to compel the foreigner to bear a portion at least of our import 
duties. They are therefore borne entirely by the Indian consumer, and 
he has shown his decided preference to the precious metals — which aro tax- 
free — in place of taxed manufactures. During tlie last two years wo have 
imported more than a 100 crores ivorth of precious metals, of whicii over 
60 crores came this year. And the cry is, still they come. If tho import 


J t/cH . XllLKL UllKJ <'*■ J JlA. ViJUJ 

duties were 5 per cent ad valorem, the consumer would spend an additional 
25 crores each year on European manufactures, and incidentally release a 
good portion of the iirccious metals to relieve tho over-worked paper 
currencies of’ Western and Central Europe. 


The disastrous effect of this forced “dumping” of precious metals 1ms 
scarcely been realised by those who pretend to bo tho friends of Euroneaii 
civilisation. The charge is undoubtedly true that tlio East is the sink of 
precious metals, if by that it is meant it consumes more than what its abihty 
can justify. Per capita the consumption is not greater. When tiio ablest 
financial brains aro at wits’ end as to how best to secure to a reconstructed 
Europe a stable monetary standard, tlic njith ol wi.-.dom, doe^ not seem to 
lie in the direction of deliecting a Irco flow ot the precious inetah to t n 
Easton, hoardo. SUlonaaojiii,., I|. fn.anoo , 


iLListeru iioarus. ..w. - - 

I'Pftninu and auditiii" correct entries, but m so regulating Iho 111011110 that 

the^ tmS pSble ^ is obtained by tho people in e.xchange tor llm 

the utmost possime uiifettcroil 


TyvarTha im^;;;;^ d^ffy of “vffiieh the free and :un fettered 

i,p,.eas fi u..iaKcd 


action upon tl.o S'f I”™ « 2“ , ' rZ;;M.!rSo oVnaniat. 

houso in order raw materials so e.-stmii.d for ia-r 

to provide hei^lf V th ^ hahincing the budget and 
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koopiiig tho dobit and credit entries correct, a high iiuijorb duty is en- 
couraged and tolerated by Jiritish Statesman is iiot clear, unless it be that 
long views of economic problems are tho privilege of the student, in tho 
cloister and are no concern of tho practical administrator. For an oxcop- 
tionally poor people, cheap imports, which tho removal of all obstacles in 
tho way of international trade can alono guarantee, and steadily increasing 
exports aro of fundamental importance; it is all tho more important wlion 
local supplies cannot bo suHiciontly substituted for tho imported articles. 

Tho Fiscal Commission wore impressed with this economic result of high 
vovouuo duties which tend to bo iirotcctivo and hold it was open to great 
objection. “Since 1916’’, they wrote, “tho tariff has boon less and le.ss 
consistent with purely free-trade principles. It gives protection, but it gives 
it in tho least convenient and tho least beneficial way. ... It appears 
to us therefore that tho ncce.ssity for rai.sing a largo rovonuo froin customs 
duties on tho industries of tho country must inevitably load India to the 
adoption of a policy of protection as they led Germany in 1879’’. An 
enquiiy as to tho need for raising largo revenues from customs was beyond 
their scope and was nob made liy thorn. And as tho possible sources of 
rovonuo from customs under a policy of discriminativo protection aro limited 
only to certain manufactured goods, tobacco and liquor.s — coal, raw materials, 
machinery, cotton yarn and somi-manufactnred goods boing oxorapted-;-it 
does not appear that tho loss of rovonuo could bo made good by protective 
duties on tlio imports chosen for attack. The Commission do not say 
whether a general revenue duty of In per cent is rcasoiiablo, but tho canon 
they lay down scorns fair. 'I'lioy say: “When protectionist considerations do 
not arise, wo seo no reason why tho Government should not impose revenue 
duties in accordance with tlio recognised principles which govern such tjvxa- 
tion. Wlion a large rovonuo is required, it is generally found that taxation 
has to bo imposed on articles of almost universal consumption, which maj' 
bo classed .as necessaries, but in general tho necessaries of life should be 
taxed as lightly as po.ssiblo. High duties may reasonably bo levied on luxu- 
ries, provided caro is taken that tho duties aro not pitched so high as to pass 
tho point of maximum productivity’’. Tho articles of universal consumption 
aro cotton goods, food and drinks, and sugar, and theso may yot boar a 
heavier burden before they roach tho point of maxinnnn productivity. If 
the tax is increased, they cannot at tho same tiino Im light. Tho fact is that 
while unqualified protection has its dangers, discriminative nrotection can- 
not be enforced consi.stontly ■with tho needs of rovonuo and in a manner 
calculated to bear lightly on tho general consumer. 

Having regard to regressive character of tho customs revenue, which 
falls more heavily on tho poor, who have to spend on the taxed goods a 
larger sum than tho rich, and the need felt for the articles generally im- 
ported, whose place cannot bo filled by internal supplies, it is necessary to 
reduce the duties to tho pre-war level and to restrict tho number of dutiable 
articles to a minimum. As tho Fiscal Commission point out, all raw materials 
and partly manufactured goods ought to bo duty free along with coal and 
machinery. Articles in which there is no internal competition should also in 
the interests of the consumer bo allowed the same concession unless they are 
classified .strictly as luxuries or harmful things. The low revenue duties 
must be confined only to those articles of universal consumption in which 
there is internal competition, without a corresponding excise, in order that 
they can get such advantage, as the revenue duty may allow for ulterior 
purposes. A high protective wall will not block the starting of alien con- 
cerns manned and worked with alien capital like tho American combine, which 
is endeavouring to put up a number of match factories in India, which a 
needlessly offensi've protectionist policy has brought within its ring. It is 
not violating strict free-trade principles if no excise duty is imposed upon 
home production to countervail the effect of an import duty upon the 
competing article. Such protection as a revenue duty can give is incidental 
to every trade, and there is no sense of revolting against it as against any 
other natural facility which the manufacturer may have. If the foreign 
competitor feels hurt, it is open to him to change the nature of his supply; 
he can ship those goods, in which there is no local competition, and which 
therefore may be admitted duty free. 

This takes. us naturally to the cotton excise duty which has behind it a 
history of its .own. The cotton manufacturers of Bombay are as firmly con- 
vinced that it is an instance of the arin of political domination being- used 
for enforcing economic servitude, as British merchants are convinced that it. 
is only putting into practice an economic truism in which they themselves 
have absolute faith. Into the political history of the. question it were vain .-to 
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f® legitimately prevented. That the mm-o“S*‘,4o‘^i-e“note' 

businessmen should consider dividend as their first and last 
objective is not in itself a vice. When the industry is capable of exnaiision 
as the history of cotton industry has shoivn it to be, the growth of conineti- 
tion will natumlly bring down prices. Apart from the fact that Bonibav 
competes with Lancashire to an inconsiderable extent, and the excise cannot 
“t P«nciples on the non-competitive goods, hor 

real_ iival now is Japan, which even levies a consumption tax to capture 
foreign markets. Bombay has a further competitor in the hand-loom weaver 
who IS not yet killed and is known to supply a considerable portion of 
internal demand. The language of exaggeration has its limitations, and to 
say that the removal of the excise duty will be giving a practical boum;y 
to_ the_ cotton magnates is to ignore the difficulties that beset them and 
minimise the competitive conditions under which alone the industry can 
raise its head. That Japan should be in a position to beat Bombay in her 
own market must needs make one pause for a while: it is necessary to find 
out wherein lies the wastage. While the mill-owner will doubtless look 
into it and subject his methods of production to a more efficient test, the 
State should not by its fiscal methods impose an artificial burden which 
fetters its natural development. The soil is not unsuited for healthy groivth 
of the cotton industry, and there will be no waste of national effort even if 
the industry secures a temporary advantage which the revenue duty will 
give; and the very high dividend which the mill-owners may derive will 
supply the spur for further expansion and lower prices. 

There only remains the question of export duties as a source of customs 
revenue. Out of a total of about 45 crores, about 5^ crores are raised by 
duties principally on exported raw hides and skins, on tea, rice and jute. 
After considering the question from all points of view, the Fiscal Oonimis- 
sion came to the conclusion that high duties could not serve any ulterior 
purpose and recommended a low revenue duty. The report on this branch 
of the tariff problem appears^ to be unanimous — the dissenting^ minute does 
not dispute the recommendations — and certainly wise. There is no greater 
handicap to the producer than an export duty, unless he happens to be in a 
position to exact a monopoly price which seldom happens to be the case. 

A high export duty leads to substitutes and reduced consumption, unle^ 
the producer is willing to shoulder the whole or 25 art of the burden. It is 
possible that in times of exceptional demand a moderate duty can be passed 
on to the foreign purchaser; but it cannot be _a recognised feature of the 
tariff policy. If there is a powerful combination of exiiorters, they may 
even shift the entire export duty on to the internal consumer. Jt slmuld 
not be surprising if the Indian consumer of tea or jute, paid a portion of the 
export duty on the same. Even with reference to jute, an industry in whicii 
we have flattered ourselves to have a monopoly, with the discovery of a new 
process of extracting coir cheaply from cocoanut, udiich will supply fibie loi 
manufacturing sacks at a third of the cost of manufacturing thein with juto 

the monopob bide fair fnT rjdTo°mmUitS 


Smally ceased to play a useful pact in a well-regulated I, seal syste,.,. 

The Revenue from kloNoroiuES. 

1. Excise on TAquors. 

On no question of social polity emtsSio. '"ff 

Indians likely _ to „vo],ibitiou, total abstinence, local 

intoxicating liquors. It no EuropLn devices to check the drink evil, 
option and such measures aie i .,pi!oc 0 ancestors the soma juice was not 

atymove than « iV°'‘“t^hl!d fha? Ihey nerer Erd of it till they came 
a foreign importation, to ho.d that tn y West. As a practiciil 

into contact with the gross elsewhere in the interest.H 

measure, the liquor traffic is sought ^ prohibifion is doomed 

of the ieneral consumer, 'S of StaS Regulation. There m 

possible of realisation in India r ],a.<ftho general and wide.sprca<l 

no denying that the as the drink habit itself 

sympathies of a large section of , | ’ 2 ;o ^ limited circle of tho 

is confined to the lower orders of society, and to a 



higher order wiiieii iuus apod iho niaiuioia of tiio Wo-'t. Jhit it i-? iiiidor- 
rating to an ostont porilovisly near madiu'--s tlio vo.'itod iiiline.st*; eroutod bi' 
the lifiuor iraliio. it jt, is thought poudblo to oHacv' the oxeiso rovenuo from 
tiio iiso.d .•'Vsiciii altoi'.otlior. .Ujout tuoiity oiojo.s ot annual rovenuo is 
involved in the abolition, and it would bo a labour of Sisyphus to toll the 
nion who have tlu* vote that they have no business to rtiin theni.selve.s by 
the deadly poison of toddy or arraeic an<l nni.it turn to a lifo of plain-livin;' 
and liigh-tlunking. IJut it .seems to be niu'vf'isally Iield tiiat pulilie opinion 
can control and uUiinatoly clicclc the <lrinlc lialdt, if only tlio fiovcrnnicni 
refrained from throwing temptation on the way of the consumer, a view of 
life which practical tinanciers who hnovy and Icel iJie \K'a!tJicis of men and 
women to vices of sorts tlo not jcadily fall in. More modest in their 
ambition, they desire to control what we denro to lemovo. 

It is unfortunate tliat ilie movement that wa.. ■started a few yeai.s a, go 
to onforio |)ioliiinuon by peaceful pieketting wa- not allowed free .scope to 
test the i)o-sibtlitie . of sUecc s of :i inuit movement for moral reelaniaiion. 
It was spoilt peibapi at mneb by the /.e;tl of the jtieketeer.s a.s by tin* 
enthusiasm of tiie tin-gods of ofHeialdom. 'Die uirshoL hi fliat the Government 
have lent lliem'-elvcs to the charge of in-ofes-ing a policy which they do not 
care to pnisUe. An undisturbcil elfort on the piirl of proliiiiitionists would 
liave .served as a miieli-iiceded corrective lo many of otii’ notion.s, .'intI ic 
should have lieen gladly welcomed l»y iho,e who bate the mond tiitlifling 
of the falleit men and women at heart, hut who only grope for way out of 
the unfalhomed pit. If the Goveinnnmt le.erted to themselves the ftlory of 
aholisliing tliv' vice, of itun'C. llic'y were entitled to do so. The excise i.s a 
transferred subject in eluirge of impnlar Ministers responsible to the Icghs- 
lature. liut .so fiir, tlie .Ministers have hei-n olee.'sed by tin* bogey of finance 
a;', much as tiieir itredecc'-sors iit ofike, and while sympathies are .sliowercvl 
in plonty. they are scarcely disim-ed to forego the very fund which intist 
keep litem going. tIio prohihiiinn movement had ;tt least the hi.storieiil 
sanction behind it, that grciit social and monil levolntions have taken place 
in the past without hlood-.slied iiiid rapine, with or without the powtuss- 
ihat-he by the sheer sireiigtli of the spiritual force of the leader. Sttcli 
movemeiit.s as those led by Hiidhu, Saiilciirii. I’amauuja and Chaitaiiya liave 
effected far greater reforms than was aimed at by tlio modern refonner. 
Whether it had the elements of success now wtis nnlmppily not to ho tasted, 
and, what i.s more, the aitemnt is not likelv to ho repeated. IJolter far Lo 
concentrate attention in awakening the Minister.s-in-chiirgo to ti .sense of 
their duty than picket innocemt shops and ignorant vcmdor.s. After all thoro 
are leis than a do/.eii Miui.sler.s to eouvert, if they have not rc.solvod to 
remain unconverted. 

To c‘m))hasise the ohstaele.s that .stand in the way of an e.irly coiisnnmia- 
tion of a dry India, is not to .sympathise with the infernal habit of drink, 
thongli thcro i.s much lo ho said in favour of the view that it i.s in restraint 
of individual liiterty to seek to inlerfero witli one who argues, “I will l)o 
drowned and nobody .shall savet me.” You can tell him that tho habit loads 
to tho worst of social iind moral evils, to crime, poverty and di.soa.so; hut 
if ho replies ho knows licst, what right have wo to imitosc upon him a 
code of our own? 'J’horc are ejegroes and varieties of evils and, after all, 
vice is only virtue iii cxceluLs. 'Thero aro people with wlioni alcoholic 
licpior i.s of daily u.so and who have all tho .saino kept as good morals as tho 
total ahstaiuer, and thoro i.s no reason W'liy their action should bo condoinucd 
by those who aro victims to vices of a moro dohiising kind. If it i.s tlionght 
expedient for tho State to nioddlo with article’s of consumption, not for 
tho purposes of rovenuo, hut for certain idterior purposes, whoro (lo wo 
stop? Will it not Ito giving a promium for State intorforonco in habits 
of lifo and human conduct which perchanco may look wickocl and bad, 
but aro really innocent and not .so dangerous ns they soom? After all,’ 
liberty is not an end_ in itsolf, but a moans to tlio comfort, happiness and 
enjoyment of all social benefits which society confers on tho individuals 
thereof. But oxtonded restraints which prohibition, for example con- 
templates by tho employment of tho power of the State, may kill tho veia 
nenefits which they seek to secure. Y'ou can no moro make a" man moral by 
an act of Parliament than keep a woman chasto by locking her up iu a 
zenana. Over-zeaious advocates of prohibition will have theroforo to see 
'whether State intorferenco is just means of getting riel of the drink evil 
and whether it would not -have a better and safer foundation on the faitlis 
and beliefs of the people, the moral consciousness that comes of individual 
conviction. - < i mi 
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of help to the temperance reformer, than totally prohibit it bv meins 
enactment. State help can at best be an adjunct to iudividml 
the propelling force to put the evil down. There are two 
furthei- difficulties which stand in the way of compulsion that seem to bn 
Ignored by prohibitionists. There are those on whom region d^es no? 
S°^usi£re^^’ to the use of alcoholic liquors and who are liabitlated to it by 
^sage. An increasing number of foreigners who may temporarily 
so ouin here have their wants to be satisfied, 'and you caiinof tell thenf 

vendors’ 

toi their benefit you cannot jireveiit others from taking advantage of it 
Again, the less intoxicating varieties of drinks are easy of illicit maiinfacture 
and hard ot detection. Even now one comes across a number of instances 
where tree-taiipmg on a more extended scale than the Abkari department 
IS officially aware of is widely practised. A more vigilant army of officers 
will have to be told off to watch illicit manufacture. "V^^iereas there is a 
cei tain chance of leveuiie being lost by prohibition, there is no similar 
caance of eradicating the evil outright. The consumption now confined to 
the shop may be carried to the hearth 5 and yom cannot keep every honselioid 
under surveillance. "Wliether it will not ultimately lead to wholesale cor- 
ruption and demoralisation is a matter which does not deserve to he lightly 
brushed aside. The vast territorial area that will have to be guarded^ the 
extent to which the evil has spread among the people, the ease m'th which 
country spirits admit of illicit manufacture and more than all the co- 
operation among many of the licensees in villages to keep down the price 
of vend, render impossible an effective application by State of its power 
to enforce prohibition by such expedients. The classic instance, which 
McCnlloh gives as to how high rates led to fraudulent evasion by two 
enterprising distillers who discovered a new process of manufacture, ought, 
not to be forgotten as to liow human ingenuity will try to evade any 
law, which has not the moral sanction of the people, for whose benefit it h 
devised. 

The policv of the Government has been _ defined long since. They 
declare that thev have no de.sire to interfere with the habits of those who 
use alcohol in moderation. That is recarded by them as outside the duty 
of Government, and they h^ld it necessary to make due provision for the 
needs of such persons. Their settled policv. however, is to minimipe 
temptation to those who do not drink and to disconrace excess amonc thosa 
who do* and to the furtherance of this policy they .lerree that all coii- 
siderationi of revenue must be afisolutely subordinated. This is as far as the 
State can he expected to go. Thev do not opnose prohibition as such, as it 
i.s open even to those who use alcohol in moderation to give it nn. They 
go, however, farther than those who would limit interference only to the 
extent of raising the maximum revenue leaving the ulterior object to he 
realised as a subsidiary result. Thev even contemplate a state of things 
when the revenue oan be abandoned, if abstinence can be enforced hv 
throwing impediments in the wav of supply. In a recent resolxitmn. they 
lav down the manner in which the ohiect can be reali.sed thus: riio most 
effective method of furthering this pofiV-y is 
as high as it is possible, to raise it Avithout stiuudnting illicit 
to a degree, which wonlc increase instead of du'Muishiug the total cousin ip- 
tion and without driving uconle to .suhsHtnte delcte’-mus drugs for alcohol. 

Si FKrs ? 

oninion” tl.e policv »ml the y'l; ‘I™ 'i'“ 

down; i b? tL' coniucmn of finajico a.y'n 

been.penoclically laiscd as ™ similar real in adopting other 

genuine P’^'suance ^ .phere has not hceu nn apnrecuih/o 

measures has not been ifie ciuaiititv consumed or lu 

reduction in the number of . ’1 has anv indication been shown 
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The only alternative to the present system of semi-monopoly that has 
taken the field is local option; but it is doubtful if that alone is calculated 
to achieve the object the State and the subjects have both in common- 
So long as the excise department was in the hands of an alien administra- 
tion, a bold policy mignt have been misconstrued by the consumer; at all 
events, the Government migjit have thought it open to such misconstruction. 
If the ministry is not an extended wing of an immovable bui;eaucracy, 
a definite ijolicy of complete monopoly of the distillation and the sale of 
liquor could have been boldly adopted and vigilantly piirsued; and one does 
not know if anything short of such a monopoly could achieve the object. 
That such a monopoly is feasible does not seem to admit of doubt. It 
should certainly be possible to manufactui’e in some suitable place or places 
the requisite quantity of liquor now manufactured by so manj' licensees ni 
their distilleries and at a cheaper price. Having assumed complete control 
of distillation, they can regulate the supply, and by so adjirsting the prices 
gradually and progressively, make it impossible for those except the rich to 
avail themselves of its use. The price may have to be varied and revised 
in response to the economic condition of the consumer. _ For that end, it is 
needful than there is one central department, which will be in sole charge 
of the manufacture of alcoholic liquor and its supply at a fixed price and 
watch the effect of the policy on the consumer. Whether a single factoi-y 
or a number of factories may be needed to satisfy the needs of the country 
may best be decided in consultation with those who are in the trade ; but 
even if there should be a number of such factories, it is desirable that the 
Government should assume complete control of production and that is best 
done by the Central Government. A single and undivided authority will be 
better able to watch and regulate supply with a view to gradual reduction 
and ultimate extinction of the drink tz-affic than a numbei- of administrators, 
who in their anxiety to resczze the finances of their province from paralysis 
manage to forget the health and izzorals of those, whose interests they are 
called upon to safeguard. So long as the excise happens to_ be a growing 
source of revenue with provincial administrations, so long will they fail to 
respond to popular opinion in the matter or effect a radical cure of the 
evil. 

The next step that is desirable to take, after complete assumption of 
monopolist production and manufacture of alcoholic liquor, is to leave tlio 
question of distribution entirely into the hands of local boards and 
municipalities. The right to vend, locate and sell them must bo left to 
their unfettei-ed supervision, management and control. These bodies, even 
under their present unsatisfactoi’y constitution, may be said to be in closer 
touch with the people and have a better azid clearer idea of the needs of 
. their localities than anj" other official body than can be thought of, and 
they have a sense of responsibility zvhich popular advisorj' councils mav 
not be expected to possess. And in oi’der to nzake their responsibilities 
keener and more onerous, a definite shai'e of the revenue or zvhat is better, 
the fees for vend, should be assigned for local purposes. This will give rise 
necessarily to a conflict of ideals, the ideal of pi-ohibition and the ideal of 
effecting social _ inzprovemeiits for which the 3 ’ are brought into existence. 
The result is likelj' to be an effective control of the drink traffic by the 
repz’csentatives of the people who know their needs, and whose opinions 
may generallj' be expected to echo the popular will. If the local bodies 
desire to increase their revenue, it is open to them to extend the number of 
shops or relax the hours of supply; if they desire to proliibit by slow 
degrees, thoj' can carefullj" note the way in which that can be done. 
Fjither way, thej" will reflect the view of the consumer and of the general 
public and assuredh'^ they are better spokesmen than the perplexed Minis'-er 
asph.Yxiated between two opinions, one for vote-catching and another for 
office-running. These two measui-es taken simultaneously promise to seciuo 
the i-calisation of the fundamental policy of the excise revenue, the minimum 
of consumption and the maximum of revenue. 

2. Salt. 

Another article which might well be the monopoly of State is salt, 
lloforonco has alreadj' been made to the incidence of the dutj- on the c.ui- 
siniier and its oft'ect on consumption. The economic aspect of the dutj’ has 
of late been obscured b.v political dissensions' and a i-easoned discussion of its 
merits has been wanting. It is unfoidunate that Sir Basil Blackett is partlj- 
responsible for it. Till Sir 'William Mo\-or was forced to increase the duty 
by foin* annas a niaund as a war mcaszzro, it was fixed at a rupee which was 
eight times the co^t of it-, manufacture. Sir James ;\[eston, and Sir Malcolm 



Hailey ‘in the earlier years of his regime did not feel called nnrm 
increase the duty When the latter proposed to double it in S S nvn 
posal was vetoed by the Legislative Assembly, The Finance Denartment^lnq 

^ Blackett ^simed chliie 
he lenewed the prooosal the Assemh/v hnr? +iiT-r.-n-v. > ,■ 
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possibly have disturbed the repose of easy-going financiers^^but how^it could 
have imperilled the interests of British India^' is not clear. In 1924 when 

^ the enhanced salt duty Sir Basil Blackett 

introduced the red herring of provincial contributions across the trail: but 
the Assembly voted for reduction of the duty to Ks. 1-4-0 a maund. This 
3 'ear again a proposal was made to reduce it by another four annas: but the 
I'lnance Member raised a Frankenstein in the annihilation of remissions in 
provincial contributions. Thoughtless legislators both in the Assemblv and 
elsewhere succumbed to his threat and the vote remains not as a considered 
proiiouixcenieut oii the duty but as a dislionouravble surrender to the bribe, 
winch 111 tlie shape of remission of provincial contributions, the Finance 
Member preferred to greedy administrators. 

It is not proposed to enter into a discussion as to the comjiarative merits 
between reduction of provincial contributions and of the salt tax or even 
of the excise duties on cotton manufactures. The challenge is thrown out if 
the removal of cotton excise duties, or even a reduction of the salt tax can 
ho guaranteed to reach the consumer. One may not be positive about it. 
But even a casual acquaintance with the financial acumen displayed by both 
the reserved and transferred sections of the Government till now makes one 
sceptic as to the benefits of a reduction in provincial contributions reaching 
those whom the salt duty and the excise on cotton manufactures penalise. 
If the remissions just enable them to pay off the deficits of the last two or 
three years, it is as much as they could feel thankful for. That, of course, 
is by the way. Salt being a commodity of universal consumption, the 
elasticity of whose demand is not proportionate to the ability of the con- 
.sunier, it is a specially regressive measure of taxation. The poor are hit by 
it more than the rich. In the consumption of 1 quor there is an element of 
capacity or surplus wage which can be appropriated by the State without nurt 
to the consumer. The same cannot be said of the consumption of laft. 
The justification of this measure, as stated long ago by the Duke of Argyle, 
was that “it is impossible in any country to reach the masses of the popula- 
tion by direct taxes. If they are to contribute at all to the expenditure of 
the State, it must be through taxes, levied upon some articles of universal 
consumption. There is no other article in India answering this description 
upon which any tax is levied. It appears to be the only _ one which, at 
present, in that country, can occupy the place which is held in our financial 
system by the great articles of consumption for -which a large part of the 
imperial revenue is derived”. The noble Duke forgot that salt is not con- 
sumed as such, but is usually cooked in India with articles of food, every 
one of which is charged, and that heavily. Being necessarily a regressive 
tax, it is as well that the aim of the State is, as Sir John Strachey pointed 
out, to give the people the means of obtaining “with the least possible in- 
convenience and at the cheapest rate consistent ivith financial necessities a 
supply of salt, the quantity of which should be limited only by the capacity 
of'the people for consumption”. That is the test with winch the duty on 
salt may well be judged and, if so, even a rate of one rupee per maund -ivouia 
he found to be too high. And it is easy to arrive at the normal rate, by 
adopting that at which the maxinuim of consumption is reached witboiifc 

avoidable waste. 

But salt is not used merely for human consumption; it sorv'cs as laaiimo 
for aSculLlal purposes and as food for cattle. In order to meet such 
rlemaiids it is needful that it is made available with as little cost as possi- 
S in Francrsalt reqSred for cattle food, preparation of manure or mi- 
of the soil is free of tax if it is denatured by one or other of the 
piovement or r’,ii+lvTtors in India are generally unaware of the process 

S' toSring o" ev^sifof the of JeeatuU .alt foo agricullma,! 

or clenntniing ovtififial fertilisers is not much m common. Ihoi 

.purposes J jii the uses to which denatured salt may bo 

have first - xi‘ ^ Government must bo prepared to .supply 

mr' as the demand for it is appiuciated and .made. 
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(jcoiioiiiic grouud. Auioiig tho objections to piecemeal reductiou of tlie salt 
duty is the tear that micldlomeu and contractors would eat away the prolit 
and not allow it to lilter tlirough to the consumer. A complete monopoly 
ot mauuiacture and sale in depots in ail district centres, tlie retail vendors 
being proliibited Irom selling above a hxed price in the interior — subject to 
the penalty ol their license being cancelled — would be more economical than 
the present system wliicli has tailed even to preserve the Indian market for 
home-made salt. Of a tr.lie of oyer 9 crores of revenue from excise and 
customs, iiearlj' 25 per cent is raised by tlie duty on the imported article. 
Liverpool is in a position to pay freight and other incidental charges jii 
marketing the article at such distant places as Bengal and Burma. Although 
the price is the same, the imported variety seems to be purer, and that 
accounts for the prelerence of Bengal to foreign salt. A protective duty can 
only enhance the jorice of both the imported and local salt. What is required 
is the establishment of factories for large scale production, and if the Govern- 
ment take over and improve their existing factories in order that lIic 
requisite quantity ot salt may be manufactured by them and sold to the 
people at a reasonably moderate price, the example of other countries would 
have given to them a practical justification of their conduct. 

New Tax Peoposals. 

number of new proposals have been made of late as to the addmioiial 
sources ot revenue that will have to be tapped in tho event ot the exisLing 
ones proving inadequate or undesirable, some ol them are purely tancy 
taxes, a desparate attempt to liiid a remedy tor linancial ills; otiiers nave 
the sanction ol successlut operation elsewnere. Among the more taiicy 
taxes are those on dowries, marriages, entertainments and domestic servants. 
A tax on dowries will bo evaded; but one on marriages may give a decent 
return; only the principle ot taxing them is to be lound in the counter- 
part ot taxing bacnelors. A more appropriate method would be to tax the 
ricn tor not rearing large tamilies and the poor lor doing so. An enter- 
tainment tax may bring in some revenue to important municipal corpora- 
tions; but the people generally are not a nation ot play-goers, it may not 
be worth the cost ot collection. As tor a tax on domestic servants, though it 
has the reputation ol being recommended by the high authority cf 
Dr. Marshall, it is not true in India, as is the case in tho United iiingdoin, 
that every eighth adult male or lemale is a domestic servant. Here again, 
the proceeds may not be worth the trouble ot collecting. A tax on motor 
caio and bicycles is also suggested; but they already pay both recurring and 
non-recurring charges. On arrival they pay a customs duty of 30 per cent, 
and after arrival the toll for local boards, and a license fee for municipalities. 
Armorial bearings do not seem to be much en evidence; and in their place 
perhaps, a tax on titles may be recommended. A tax on betting would be 
giving fiscal recognition to an exotic vice, and one would gladly make it 
penal if possible. A tax on advertisements is approved by Sir Josiah Stamp; 
but it might in all likelihood kill newspaper enterprise, not financially very 
sound propositions even now. Auction sales may bring in some revenue if 
the inheritance taxes are introduced; otherwise they may not pay the 
license fee. A tax on club subscriptions would be specially welcomed by 
worried secretaries, if the tax-gatherer would kindly collect them on their 
behalf ; else it will be only added to the arrear list. Such taxes, however, are 
legion, and they show the fertility of tho brain and are based on no sound 
liscal iiriiiciple. 

The more important taxes are a universal duty on inhabited houses on 
the owner and a universal income-tax embracing every income or, which is 
the same thing, a poll tax on every earning member of the family. Their 
counterparts iii France were the personel mohilier. The personal tax was 
due froin_ every citizen in France and every foreigner enjoying civil rights 
and not indigent. The mohilier was assessed according to the rental value 
of inhabited houses. ■ Both of them were apportioned taxes raised from 
each commune, the tax-payers being first assessed for the personal tax accord- 
ing to the rates fixed for the value of a day’s labour, and when the assess- 
ment fell short of the entire amount of the communer’s quota, the balance 
being assessed upon the tax-payers according to the rental value of tho 
dwellings they occupied. Leroy Beaulieu supported these taxes on the 
ground that a moderate tax “would dispense with indirect taxes upon such 
a necessity as salt; would make the people feel that the payment of a tax 
is a necessary accompaniinont of tlie enjoyment of civil rights and would 
teacli them that the Government can collect directlv from the labouring 
classes at least a part of their .share in the expenses of the State” Such a 
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and met with popular lavour. Tho liouso tax and the profession tax are 
oqiuuiy .suece.''slully in lorco within municipal areas in this country, .and 
their extension to rural jiarts is likely to oiler the line of least resistance. 

Tiio businc.ss tax is a nccc.s.sary complement of the two taxes on property 
and peisonal incomc-s in tlio United States, and they have been in torce 
since the itovolution in Franco, and also m Prussia. Tho distinguishing 
feature ol thc^o taxes in Furope was their o.xtromo moderation, being about 
ono per cent in Pru.ssia on tlio earnings, la France the tax is levied accord- 
ing to tiic ability of tho various gronp.s into which they are divided, tho rates 
in some larger l^onnlluncs being heavier. The businesses were classified in 
Prussia umler four heads, tiio basi.s being the annual earnings of the capital, 
and tlio tax was graduated wicli retcrcnco to the estimated earnings, in 
many of tho States in America, the taxes were levied as a privilege-license, 
and ono State is said to have is.sued a hundred and nineteen licenses as a 
oonditiou precedent to the transaction of any business. There arc a iium- 
ber of .such ta.xcs oven in thi.s countrj', tho most prominent being a tax 
on the legal profession or for .sale of liquor. Aaturally the smallest busi- 
nesses may liavo to he exempted, those, tor example, wliich will not pay a 
minimum of two rupees per aniiuiu. Obviously such a tax would be a pro- 
Ijortioual ono and justified on the benefit principle as a fee for fran- 
chise. But tho progressive principle is defended on the ground 
that it is tho only true way of reaching greater ability on the “production” 
side of wealth. The American model is a steeply graduated tax, whose 
object is to produce the dvnamio effect of checking business profits assuming 
the character of “profiteering”. It was on the same principle that the 
excess profits duty was levied for a year in this country, and subsequently 
abandoned. The grou-th of largo businesses with corresponding large profits 
are believed to have a special faculty which must be taxed on a progressive 
scale. But viewed as a business expense, a condition precedent for the 
making of profit, a moderate levy on the benefit principle would be the only 
economic justification for it. 

The corporation tax is a common feature of the tax sysieni in the United 
Kiimdom and States in America, and thongh there are various methods oi: 
lowfug them, especially on public service corporations and on banks, they 
are nvanablV regarded as a tax on franchise Corporations are said to 
In VP a special ability' by reason of the capital they' command, their limited 
HSlitv S othei privileges they enjoy and they have been taxed, accord- 
Inofiv "In the United States, tho rates have been based upon what is called 






country or outside and yet doing business here may very jirofitably be taxed 
on their capital stock. These stocks have all of them a market value and are 
quoted in the share-market. There should be no administrative difficulcj'-, 
and it should bo possible to know accurately the true corporate excess of 
every corporation annuallj^ and, subject to deductions for local taxation, if a 
fairly moderate tax is levied, it might bring in a decent revqnuo. Most of 
the corporations have their stock and share values considerably enhanced, 
and even as a tax on increment value it would be amply justified. But. wo 
need not go so far to find an economic justification for it. Property is legiti- 
mate source of taxation and this kind of property is as legitimate a source 
as any other. If corporations are to be taxed fully and fairly, _ there will 
be no business tax and the stock-holders and bond-holders will also be 
entitled to exemption from income-tax on that portion of the stock which 
has paid corporation tax to avoid double taxation. 

. The principle underlying these taxes are twofold -. first, that every indivi- 
dual must pay a tax according to his ability, and second, that the basis of 
all taxation is income. Land, business and stocks and shares are only so 
many indicia of taxable wealth; ultimately the tax is paid by the person on 
his income. Principles of justice require that all sources of income must be 
equally taxed, though perfect equality may be unattainable. The present 
system of taxation presses unduly upon land and upon the poor, and any 
measure of tax reform must first start with giving relief to these. Whereas 
a considerable portion of provincial taxation falls upon land, the entire 
burden of local taxation falls upon it. The surcharge of 12i per cent in 
the name of various cesses has got to be relieved, and in its place, a tax 
on inhabited houses and a personal tax on every individual not paying 
land tax should be unobjectionable. The universal inhabited house duty 
has been abolished in England, and a personal tax partakes of the character 
of capitation tax. But viewed in the light of a tax on professions, apart 
from business, it is not a strange device. _ These two taxes with the charge 
for vend of intoxicating liquor and deleterious drugs must be sufficient substi- 
tutes for the cesses. The business tax is only an extension of the personal 
lax. and it is not sought to be confined to profits arising out of it. It is 
only regarded as a tax for a franchise on the total earnings, a flat rate 
whether there is a realised profit or not. It must be regarded as a business 
expense, and if the business yields a taxable income, an abatement may be 
made for the business tax paid. This tax has got to be distinguished from 
the business profits tax which is liable for income-tax under Schedule D in 
the United Ivingdom, or from that in the United States where a graduated 
scale is enforced with an ulterior purnose. The corporation tax is only a 
business tax in another form affecting an aggregate of persons. This also 
has got to be distinguished from the corporation profits duty, which was in 
force for a few years in the United Kingdom and abolished since 1924. But 
from the business tax it would differ in this respect that, whereas the 
former would bo a tax on total eaimings, the latter would be a tax on the 
market value of the stock and all assets of the corporation, exceut real 
property which might have already paid a tax. These taxes would, to a 
great extent, shift the burden to a class of people who now escape direct 
ta.xation altogether. 


It mav bo confessed that nothing can be predicted with certainty as to 
tho possible chances of shifting of these taxes to other shoulders or their 
economic eifects on society. A small duty on inhabited hou.ses cannot have 
any economic disadvantage, if houses of little value are exempted. This 
along with the personal or occupation tax violates the first maxim of Adam 
Smith. But it may bo observed that direct duties such a.s these, even if 
they go tho length of making labour inefficient, are preferable to the senses 
on land and a lot of indirect taxes which the labourer pays, and which are 
tlje cfumsie:.t sources of raising revenue in any scheme of intelligent taxation 
Iho labourer may shift to the employer a portion of the duty or curtail a 
portion or his expemlituro; it will depend upon their relative strenoTh llie 
business tax regarded as a business expense mav he shifted to the consumer 
The extent of shif ting mainly relies upon the presence or absence oTl Zm- 
bmo botween producor.s or distributors. If there is a combination it is 
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Local Taxation. 

nnA^invTt^ Local Self-Government has not proved as great a success as 
?q ■?’ best of local talent and patriotism 

service. The political subordination ivhich they 
enjoy may partially account for the lack of municipal enthusiasm- but a 
sense of civic virtue and independence is growing which must be exnloiteJ 
by placing these institutions _ on a satisfactory financial basis. The local 
boards largely depend for their revenue upon the land cess which amounts 
to tv.o annas in the rupee on the land revenue. The municipal corporations 
also depend on i^al_ property for their resources, though a few license fees 
and taxes on professions supplement them. These are found to be insuificient 
m practically every local body and the occasional doles, which provincial 
Governments favour them with, are too erratic to be relied upon to meet the 
demands of the onerous and beneficial services appropi-iate for them to 
undertake. The system of doles is too coniinoii a feature with most countries 
where local bodies have strongly entrenched themselves upon a highly efficient 
people to be given up in this country where civic conscience is just beginning' 
to develop 5 but_ a financial system ought to be devised, whereby they wili 
not look to outside help, but content themselves with meeting their expenses 
out of their own revenues. 

It is undoubtedly true that, as at present constituted, local bodies cannot 
efficiently undertake national or onerous services such as a widespread scheme 
of primary education, public health or medical relief; but one may well 
demur to the proposition that it is only by means of grants-in-aid from 
the general revenues that tiiey can be financed. If the services may appro- 
priately bo managed by them, it is as well to give them such sources of 
revenue as may enable them to carry on the work entrusted to them. 

A haphazard scheme and occasional doles may not lead to economy nr 
efficiency. The important duty of keeping the main roads, which are either 
the trunk roads or the arteries of the trunk roads, of immense strategic 
value, in proper repair, is left with the Distr’ct Boards, and there is no reason 
why a source of revenue which may be of an imperial character may not be 
assigned in jiart to meet the cost thereof. Of course, extraordinary expenses 
may have to be met by capital expenditure or by special grants; but whero 
the services are of a recurring character, periodical doles have a demoralising 
effect upon everyone concerned. It should be in the be_st_ interests of civic 
administration if the need for grants is reduced to a mhiimiiin and sources 
of revenue are assigned to local bodies, which in ordinary years may be 
expected to meet all recurring and essential demands. The ignoring of this 
fundamental jiriiiciple has been responsible for the hopelessly inefficient 
manner in ivhich their work is being performed. There appears apparently 
to be a conflict between two feelings which account for this_ unfortunate 
state of things. There is the feeling that there is not such a stimulus in the 
administration of onerous services as education, sanitation and road main- 
tenance among the people, which would secure a minimum of efficiency; 
and there is. also the feeling that the Government providing the tunds 
should retain sufficient control over the expenditure of the grant, wiiicii 
would be against the spirit of Local Self-Government. The first has no 
foundation in fact; the second js purely sentimental. The result is tlio 
under-financing of the local bodies. 

This is due to the notion that Government interference in local 

administration must be strictly regulated by_ their financial assistance. Buc 

• the interests of Local Self-Government itself a kindly and critical co- 
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SeTaS^o^iiM to Kconside^d on its own 
strict administration of public finance is a matter which is not nieiely the 
dire 4 corern bodies but of the State as well and the annm^^; 

independent audit of local and municipal finance, duly published with 
appropriate remarks of the executive head of the responsible local bodies • 
one of the effective ways of enforcing the control 
their subjects. It is the pigeon-holing of the audit 

supervision over the steps that may or may not be taken m lesponso to tuo 
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criticism, that account for a good pai-t of demoralisatioii of civic administra- 
tion where it exists. If the State is lucky in the possession of efficient students 
of public finance iu charge of the local and municii^al administration depart- 
ment, imbued with true spirit of civic freedom, they can certainly guide 
and control the destinies of these bodies throughout the year by helpful 
suggestions in removing doubts where they are felt and clearing obstacles 
where they are found. That would be a proper function of Government. 
The grant would be considered and dealt with on its own merits, its 
appropriation is no more their special look-out than of any other item of 
budgetary grant. While the indirect control through the independent 
audit would create a zealous watchfulness on the part of the local bodies as 
to their financial condition, it ivould also save the Government as time 
advances a lot of petty interferences iu matters of_ administrative detail. 
Local Self-Government ought not to degenerate into local despotisms; 
but it is equally essential that it ought not to become a branch office of a 
centralised bureaucracy. Financial control limited to the extent of financial 
assistance can only lead to it. 

The question then is how to make these bodies self-sufficient. So far as 
the local boards are concerned, it has already been suggested that _one_ of 
their principal source of revenue must be the fee for vend of intoxicating 
liquor and all deleterious drugs. The .system of giving direct relief to local 
bodies from excise and from beer and spirit duties is common in the IJnited 
Kingdom, and in the United States they are subjects of State and ffical 
taxation. For the purpose of in-oventing disease, poverty and ignorance 
caused by excessive drinking it is also fair that the excise revenue should 
pay its proper quota. The abolition of the land cess will certainly create 
a void, and in its place is recommended the imposition of ah inhabited house 
duty and an occupation tax on non-agriculturists. It is not possible to 
estimate what they may bring, but the yield cannot possibly be less than the 
heavy surcharge on land revenue. These three sources of revenue must 
suffice along with the fees for tolls, ferries, markets, fairs and sundry other 
things which are already in the list of taxes. None of these sources may 
sliow automatic diminution or unexpected contraction till perhaps prohi- 
bition takes firmer root than now, a contingency which maj’^ not be immediate. 
And even if it was, the increased sobriety and savings of labour may be 
expected to give a stimulus to more efficient ivork and greater earning 
power of tlie worker. In that way, the honso tax, and more especially 
the occupation tax, may yield a larger revenue. And when these are fully 
and fairly taxed, and only then, will there arise some justification for the 
restoration of a small cess on land. 

The revenue of municipal bodies is raised on houses and on professions. 
The tax on houses and land is levied on the annual rental value, and the 
latter especially pays double taxation. Whj- this double assessment is 
maintained is explicable on no rational ground. Ono of them, it stands 
to reason, should^ certainly bo remitted. As there is no .special benefit derived 
by laud remaining within municipal limits, municipal taxation must bo 
abandoned. Iu most of the municipalities there is no exemption Jimit 
for house tax, and when a universal house duty is recommended for local 
boards, no exemption can bo made within municipal areas, as house propert}’ 
is likely to derive a more tangible benefit from municipal outlay. If the 
valuation is fairly and fully made and revised eveiy five years by "competent 
assessors, municipal revenue will stand much to gain by it. In most cities 
house-sites are owned by the house-owner himself, and ground-value cannot 
bo taxed separately. A quinquennial revision will certainly take note of 
the enhanced value of both the site and the building and in this way the 
xineanied increment can be reached. A tax on transfers would affect the 
seller and depress the value of his property which is not advisable. But in 
fixing the rental value of the house, the sale price ought to be taken note of. 
As has been .stated already, tno house tax falls in the main on the occupier, 
and ip i.s believed that it can be relieved against by legislative protection. 
It is ignoring the fundamental law of demand and supply. If the tax is to 
be credited in favour of the owner, there is nothing to prevent him from 
oidiancing the rent. There are two conditions under which it is possible 
to defeat the greed of the hou.so-owner. First, the house must bo fully 
a.sso.ssed; and second, the occupier must pay the full rent. If these two 
conditions are snti.sfied. logi.slative protection can beneficially he extended 
to the occupier. Othorwi.-e. it would bo the occupier who will eventually 
'.nllor. The busine.vs tax, which i.s the counterpart of the occupation tax in 
rural areas, a.s a .sul).-,titule to the profession tax. will p:iy its due .•.hare 
VII- GO 
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if properly assessed. The, worst of profession tax at present is that 
ge\ int“ite to 

essential feature of local administration, the 
question of tan and pioper rating is one of supreme importance. In resnect 
done ns special difficulty arises, and it will ha^^ to d1 

n^An^inf + revenue department. The local boards being only 

agencies to expend certain moneys for certain services, they hara not 
maintained a separate staff for the assessment of any tax. But in munici- 
palitiM the assessment is made by the councils themselves, guided in their 
work by their own subordinate officers. The system requires to be broiio-Iit 
in consonance with that obtaining in the sister bodies, and the assessfng 
oflicers ought to be a body apart from the councils and their staffs. It would 
be lielptul 11 an independent board of assessors can be created for the 
purpose of making the original assessment who will not be beholden to the 
assessees for their prospective votes. Elsewhere,- for the administration of 
income-taxes, the suggestion is made for the appointment of a small bodj' 
of honorary tax commissioners as a court of final appeal against the assess- 
ment of the revenue officers. And in order to make Local Self-Government 
a reality, a reverse process would be better by entrusting the original 
assessment -to^ a body of assessor, the right of appeal therefrom being loft 
to the municipal bodies at their ordinary meetings, so that due publicity 
may be _ given in cases _ of reduction or enhancement. It is surmised that 
there will not be _ full-timed work for these assessors, as they will have to 
revise the valuation of houses once in five years, though of course the 
business tax will be revised every year. A system by which the classes are 
divided in Prussia and assessed by a whole body of tax-i>a 3 'ers may bo 
tried with some * advantage. It is possible that the assessors might co- 
operate and underassess, as the official assessors are said to do in the 
United States ; but such matters will have to be done by somebodj', and if a 
non-official board of assessors could be created aimrt from the councils, the 
experiment is worth a trial. If one such could not be formed successfully, 
of course, an official body will have to be created to do the work, tlio 
councils setting themselves up only as revising authorities over them. 

It is obvious from what has been stated above that there is no 
essential difference between national or onerous services on the ono hand and 
local or beneficial services on the other, which would afford a basis for 
differential taxation. The distinction is one without a difference. It might 
have been possible to draw a line of demarcation at a time when the village 
was separated by long distance and inaccessible; but tho_ moderii toivn 
extends outwards and has a tendency to inergo^ into the adjacent villages. 
The one reacts uimn the other and is easily ijiterchungeable. The well- 
being of the town, its sanitary improvement and housing urrangcment.s 
have a reflex action upon rural life, so that the tax-payer, as a gezieral rale, 
is interested in the efficiency and development of tho country as a avIidIo 
and not by parts. It will bo difficult therefore, to divide taxes into two 
categoi-ies — one peculiarly suitable for towns, and tho other for tho nation 
at large. Any discrimination against re.sidenco of urban areas may tend to 
discourage congestion and over-crowding in largo cities. That might have 
its ow'n advantages; but large ^cities have a place in the economic ordering 
of society, and it is as much in the interest of _ the village folk that cities 
which are the life-centres of all national activities aio inaintaiiied at their 
expense as from out the special levies on towns-mou. It is on that principle 
that grants-iii-aid are made by all Central Govoriiinents to the relief of joe.al 
oxpeiuliture and surebarges on federal or State _ sources of revemio are 
leiuS for tho benefit of local bodies.^ Tlio iiicidcnco of ^ local taxation 
in India must be so regulated that it is not heavier than in rural areas. 

A iinvinw or xnu T.ix Si'sxEii. 

n is nocessarv to bring Uic.-'O stray reflections to a eln-vO. llieir object 
is not to indicate with scientific precision tho incideiico of taxation upon 
tho General tax-paver or its ullimato offcct upon tho ccononuc 
<^noim^v as a whole It were vain to niuko such an c.-suy. i\o t.iK -sistem 
1ms mir Lii 1 nowji to bo perfect, least of all one tlint ims lieon .dovelopcd 
in r haSiMaiffi fashion for over half a ceiilurv. Even in inghly 

cultivated socities all tax 'couTtehl!?’ <h\tHbution! 

adjustments between comiioting claiinan s disiU’d appear- 
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i'or vuclucllou of LtixuLiou is iliowucd ia a t-ry for iuci'oiiSccl dojuaiui lor 
uxnoiKlituro in every clircctioa yooil, bad and iiidilfei'oal. A bureaucratic 
system of adininistrativo control is anxious to absorb for its services as good 
a portion of public rovouuo as possible, and tho partial introduction of 
ronreseutativo institutions has so fur mob with no success in limiting tho 
chargo of over-administration. If tho molancholy truth has to bo told, 
tho ‘‘brown bureaucrat bus proved no le.ss wanting in a liuancial couscienco 
than bis Avbito compeer, and tho ministerial claim for economy and ehicioncy 
has not yot begun its first cliuptor. Whoro tho dignity of labour is dopoudeufc 
upon tho salary that is paid, not on tho cliaractor of tiio labour or lus sense 
ol public duty, a top-heavy adiuiuihtration must continuo to grow more 
and more overpaid and underserved. A poor and impecunious people groaning 
under tho weiglit of heavy and uppre.'-sivu taxation have been praying for a 
load or two being taken olV them; but they remain dupes of to-morrow 
oYou from their cradlo. Like Alieo in tho Wonderland overylhiiig to them 
is topsy-turvy. Tho restoration of peaco brought reduced taxation and 
cheaper food to tlio bGlIigcreut Jiation.s; lint they lirought increased taxation 
and dear food to tho people of this country. A fiimnco mini.stor gloats over 
tho equalisation of tho budget, Imt forget.s that it 'was brought about by 
praetically doubling tho scale of taxation in Iho sliorb space of ten years. 
Thoro is no sign yet of even a lentil of ctDovgoncy taxation being taken off. 

The most pitiable fcaturo of tho iinaneial situation, howover, is that tho 
presout scalo of taxation has conio to lio regarded as a normal one, and 
any scramblo over budgetary surpluses is who can lay violent hands on them, 
and not what burden may iio lifted out of them. The unedifying fight over 
tho disposition of tho surplus for Iho current year between tho claims for 
a remission of provincial contributions, tlio reduction of tho salt duty or 
removal of tho cotton oxci.se dutic.s, h a torrililo reminder of tho incqiiitablo 
decentralisation of public finance, esiieeiully after tho so-called concession of 
provincial autonomy. If tho remission of provincial contributions was 
in its turn likely to bo followed by a remission of omorgoney taxation 
at least in tho provinces that got tlio doles, thoro should bo .some moaning in 
tho fight; but this monoy is to bo given a.s a sop to tho Corborus of 
transferred departments in order that a nation might lio built upon the 
ruins of tho tax-payor. A little relloction could show that this financial 
autonomy is only another device to cnliaucu tho bunion of taxation. About 
nine croros of provincial surpluses were to bo transferred under tho IMeston 
award and the Devolution Itulcs to tho Imporial Government, owing to a 
re-approiiriation of rovenuo heads botweon tlio Central and Droviiicial 
Goveriimonts.* The reforms did not bring them out of nothing to the 
provinces. It was only a portion of tho total rovouuo abstracted from tho 
people of India as a whole. But the goiicrous 2)utriotism of tho Central 
Govermneut promised to mako good tho sum to tlio Provincial Govoriimeuts, 
not by reducing the cost of administration or any curtailment of thoir 
scale of o.xpondituro, so that tlio bunion of taxation might bo tho same, bub 
by imiiosiug furtlior taxation, and tliorcby remit tho provincial contri- 
butions ill a scries of years. Tlio transaction is nothing but a flagrant 
piece of penalty which tho general ta.x-payor is called upon to pay for the 
liberty of locking up for a good part of tho year a fow hundreds of iiatriotic 
citizens in a dozen popular legislatures. _ In .so far as tlio coiilribiitions 
were to be remitted out of extra taxation, not moroly financial purity, 
but considerations of political honesty, would rcqiiii'o tho removal of such 
taxation. But when you create ministers oven as oriianiontal figureheads, 
you must give them some monoy to spend; and wliy caro how it comes-' 

Tho initial Uiistako is duo to tho coiicepLion that there is some necessary 
and automatic connection between _ tho division of functions and the assign- 
ment of revenues. The controlliug factor in ros^iecb of tho former is 
administrative convonieiico and in resjicct of the latter is comparative 
fiscal need. The report of tho late Mr. Montagu and of Lord Chelmsford, 
oil the other _ hand, started with tho notion that administrative divis-ion 
required for its success financial iudopeiidcnco. “If provincial uiitouoiuy 
IS to mean anything real”, it said, “clearly the iirovinces must not be 
dependent on tho Indian Government for the means of provincial dovelop- 
With the conviction firmly sottlod upon them, they iiroceeded to 
divide the heads of revenue in a manner that would provide for Provincial 
Governments meeting all expenses for the developmont of iirovincial services. 
They felt that it could 'ho done only by a re-arrangement of the resoui'ces 
which might not lead to equality ; but held that though equality of treatment 
between. one province and another must bo reached as far as possible, it was 
not possible Lo extend it to individual heads of revenue. After discussim-- 



various luobhocls ol dislributiyii of tlio ijiK hnvilo,n^ flim- i.« : , in i 
to the aceoijtance of tlio iuemialitv of burdoo ivlmOi Uieiiibeivoi! 

the proviuces, “bociuiso wo caunot L-ealA^ic^^e fclv 
of expoudituro, or sahject tl.o peiuiunieu^f^Stlod 

pxossuie, wliicli would have the practical i-esult of forcing tlioin to roconsidor 
sottlouieiit. Bub it is reasonable to oxpocb that with the 
mm-w m autonomy any inequality of burdous trill bo resented 

moio btion^ly by the provinces on whom it fails”. They loft tlio nuittor to bo 
hualiy decided by the_ hrst poriodic conunission as to the paco by which 
the more lightly taxed provinces may bo niado to bring tlioir financial 
icsourcea up to the level of strength of the rest, connnonding for their 
own part tho iniportanco ol provinces adjusting their oxpoiidibnro according 
uei4ibours^*''^°”^^'^''^' drawing indofinilely on inoro enterprising 


The obvious difRoulties of carrying out siicli a policy have already been 
leiGiiGcl uuu it IS oul^* jiceciful Jioi*o to roitonito tho conviction that such 
niiaucuu aecoutral'iSntion is not possible of achievonieut, imJess as a prioo for 
political separatism, jir which case, of course, the matter is put on a dilfercnt 
footing. But wliab is ol more practical importance is tlio sum total of tax 
I)Urdeu on tlic jjeoplo.^ ! ho inculouco of fcaxtitiou on each individual luu^jfc 
bo pi'opoi tiouato to bis ability irrespective ol tho territorial area wlioroin 
ho has his domicile. The Hladraseo has no business to bo mulcted in a lieavicr 
suiii than the Sikli, or tho Maliratta or the Baboo. Tt would bo diflicult to 
achieve anything like equality with a single tax-gathering administration. 
But wlioti the payment has got to bo nuulo to two, tho difiiciiltics aro likely 
to be fonnidable. They are apt to ignore the total incidence on the tax-payors 
contenting themselves with the lightness of thoir own levy. Nor is thoro 
any virtue in tho Provincial Govormnents, each in its turn raising ono or otlior 
of tho sources of revenue left with them, instead of tho Central Govornmoiib 
levying it once for all. An increase of 50 per cent in foes for judicial or 
uon-judicial stamps is ais bad coming from a Provincial Government as 
from tho Central Government. A single taxing authority is more apt to loolc 
to the burden of its tax system than u numbor of potty dealers, and it 
appears absolutely necessary to do away with amatoiirish attempts at lax 
administration and restore the rule of a single power. After all, the right 
to tax is not desired for show, but only to socviro tho requisite rovenuo for 
nocessaiy expenditure. That has got to bo decided upon tho fiscal needs of 
each province and not tho fiscal resources at its coiumaud. Thoro can ho no 
moro financial than political segregation between province and_ province; 
ill fair weather and foul they must pull together. The joint family system, 
where every member brings to the pool what ho could with a view to conunou 
eiijoyniGiit of tho total proceeds, has certainly a greater vrtalitj- than rabid 
individualism, which can only lead to profligacy and to waste. 


got to bo contested, 'I’liat such social iicucfits aro hoing .secured in othor 
countries is no justification for our embarking upon schemes which can only 
land us in depths from which it would bo ilillioult to extricate ourselves. 
'I'lio British Exchequer, for example, spends considcrablo sums for llm rolioi 
of tlio poor and tho indigent workmen; but it ivquld Iio absurd to think ol 
making a biiuilai* attempt iu tliis country, for ic \vouIu thou bo uoepiUK 
nraetically a whole nation in alms. T’ho unemployed m hului would bo more 
than the total population of tho United Kingdom. It we began to tax 
ourselves for education and medical relief on a scalo which^ obtained m tbo 
United Kingdom even before tho "War, wo should practically doiiblo the 
land t'lx Even so with ovovy held iu which pviyuto bcnefuctious and pub ic 
coiitribi^Uons huvo contrived to improve tho social eflicieucy ot the pco), c 
I’Ue naviueuts avo willingly nuulo, because their iiicidciico is u iflijil-t tin* 

^voa^t•ll accumulated and earned forward '^n-y 

V'r rK;io;sr‘'‘&'i 

wimn it\is realised that tl>o pivsmit lovd of a --gm 



incidcntully following Irom them. leaMUg an .utuo etutipu i 



(o lUHu; liiiK'. lUtni'fii udiiiod l.iNiitiuii uiul innnDvCd .social 

iR'iiclit--, ihc ta.'v-iiayor u'Miiil l<>r ihi' I'oiiiut: Iu> uhhI live iicloro 

lie call enjoy the iilea.miOs ol lile. 

0\ei-taxatitm i^ not the only hane of onr li-v.il \\'.tein; iiinally ;»iiikin;; 
is the uneiinal <listrihntion ot" the levy. Tlml foitnm-. an‘ liein;.; acetlmnhited 
liy a lew. witiie poverty .ta!Iv> ihnunth the lainl. is not the pi'ctiliar 
experience of this cotmtry ; hut the .spirit of tenderness touard.s the rich and 
relentlessness lowanls the poor, which the ta.x .system (liscloscs, is .sinj'iilarly 

vincommon. Of couivse. aniontj; a poptdation which i. imrely aj4riculttiral, 

without ovitanised industrial wealth, the major portion must he pom* 
and the Imulen of taxation mu.st weipjt with etpial -everil.v upon all. In this 
country, lioweter. l!u> (iiessur.* of la.xation )ms falh’ii with jtieater .severity 
upon the poor, and there is a pi4);iressive leniency n|ion the rich. 'I'he 
income-tax and tin* .sU|)er-tax have l>een refornu'd with a view* to weitth 

down the ineipie.lil.v ; hnt thes<' taxe> in the viuy nature of thiii'-ts touch 
tho friuj'o of the (irohlem. There are whole eommiinitie.s of rich lund- 
holder.s wlio have escaped from the ri;tour.s of the.se two taxes and, ladow 
tho o.vemption limit of hnoiiu'-ln'i /m.vei -. ihoro are ):ir;io hod/es of tiieii nho 
also ehe.it till' .sltat*' of their dues. These ;ind othei.s who are reapin'; 

tani.;ihlo unearned im*ri‘ments on llmir inxednients in ever .so many corporate 
hodies cseaiie [iraetically scoi-ius*. .sliiltin:; the tax imiden on to the .slender 
.shouldei*s of a.!;rieult nral land. Without layintt ourselves opim to tho eliarfto 
of eoidisealion. riuoion.s administr.itive measures oiij'hl to he taken to tap 
these .sourre.s with a view to alford the neci'ssary relief to the lurf;o hotly 
of tenant-farmers ami a};rienltnr.il hdumrers nho ate iir.st to feel the iinjiaefc 
cf tleiuc'sion. .Ml rettif'sive taxation will h.ive to he .stiidioti.sly avoided, 
and as near an ap[iroaeh imisL he made to the ability prineipio as po.s.sihle. 
It i.s Ijoliovod that .some of the sn*';;estion.s that Imve Iieen nnule already will 
coiuluco to a sounder principle of tax leform htuii;; inaiiKurated with .smTC.s.s 
to tho Stale and relief kj the 'lUhjeel.s. 


Mr, Sarma gave oral ovidonco as follows 

Till’ I’l’cMili’itl . Q. — .Mr. Sarma. you are a pleader at Tridiinopoly 

A. — Yc.s, Sir. 1 wa.s formerly eonneeted with tho “Wcdno.sday Iteviow” 
a.s an A.s.si.stant/ Kditor .sineo lf)t)o, and even after joining the liar [ imve 
hceu a puhlici.st, 

Q . — You have imulo a .special -itudy of ourreiiey prohlcm.sl' 

A. — ^Yes, I Jiavo written a book allied “imlian Muiiotiiiy I’roblonis’*. 
and I wont a.s a witness to England in the Currency Committco of 1010. 

Dr. Under. Q. — After reading your note I wi.sli to ask you oiio question, 
fs it .vour opinion that famine.s have not changed thoir charactorP jN'owa- 
duy.s famine means unemployment. This is the same as in any other* 
advanced country. How can you .sidj.stautiato your blatemcut in tho 
following .sLatcmeiit : “There was a .shortage of ‘JO millions, fs it that &o many 
were not born, or is it that _ the iMaltlursiaiy ehecks of uiiadvorti.sed 
hunger, di.soasc, poverty and privation Inavo elaimcd a heavy toll during 
all the years of faneied cconomie recuperation’’ ^ It is rather a very broad 
staleiuenl. 

A. — It is going on increasing if you lako tho death rate. 

Q. — You mean actually in famine year.*}? 

A. — ^Not onlj' that. It i.s increa.siiig for tho last ton yoar*a. 

Q. — ^You say there has been a clecrca.se of population in tho last consus. 

A. — Yes, a deerease in the rate of increa.so. 

Q. — Don’t yon know that there was a groat opidoniic of inlluoii/Sa and 
other di.seascs during the last ten years wliieh clonianclcd a very Jioavy tell 
of life? 

A. — I admit that. 

Dr. Paranjpye. Q.— You avo a student of public ipiostlon;), do .von 
expect the iiopulation wili ahvitys continue to incrouao? 

A. — I moan so far a.s mcan.s of suhsistonce v/ill pormi' 



(^. You say fchut poiuilatiou should 
ovory year. Is it a reasonable inurease-' 
coutmued for ever? 


go on increasing by 1 per cent 
Do you expect that increase to k> 


A.— Wo find that it is going on like that in other count rity. 

Q.— On the contrary, don’t you find that in other countries the 
of increasG is going down? You ivill find tliat oven in Ihiglamh '' 

A , — I don’t know that. 

u your population .should continue to increase by 1 tier cent for 

all time is on the tact of it absurd. ‘ e a pei iiui jor 

A.— If you take the statistics available you will find that it is not so. 

Q. — Do yon expect that ahvay.s? 

A. — 1 cannot say that. 

Q. ^Do you suggest that a country u’ho.so iucroa.se of population is 
not so great is really going to tho dogs? ^ ^ 

A. I simply said that 3 'ou find in other countries an iucroase of 1 nor 
cent during tho same period. ‘ 

Q.— It is not so. You will find in tho United States of America in the 
early .stages the population increased much faster. It ail depeiuD upon 
tho state of dovelopinont. If tho country is populated nearly up to tho 
means of subsistence, then there is no increase. You agree with that. You 
can say that in fiidia population and means of .subsisteuco are lairlv 
balanced. 


A. — I do not go .so far as to agree with \ou. With one hmnlivd 
million acres of culturalilo Wicste we can stand a .still larger pi/puhnion. 
Wo have not reached tho subsistence limit. 

Q , — All Indian Deputy Accountant-General suggests that tho popuhdiou 
in India in fact is too big for tho country. 

A. — ]3ut thou there is the statement of Mr. O’Couuor, which is not 
controverted, that wo have in India one huiulrcd iiiillioit acres of ciiUur.iMi! 
waste. It can certainly fit in another hiuulrod million pojiulatioii. 


The l*vesUlcnt, Q. — To come to a concrete instance, how mucli <-uUti- 
rablo Wii.sle do you find iu your own district of 'i’ruliinopolyr 

A. — can’t say oxactlj-. 

— But much of tho land recorded a.s ciilturablo wa.ste is le.iily I.unl 
below tho margin of cultivation. 


.Or. Oarunj’ijije . — Your point is that India i.s geing to tho ilog.i? 

A. — It is in ondeuco. 

(). — Do ^’ou think tliat Franco is also going to tiiu dog,.* 

A.~So far as Franco is concerned [ cannot e.\prc. , any ->pi»iv^n. I 
suppose it tlid go to tbu dog.-, during ‘b« War. 

<>.— Tiiat i.s not tlio point. Uue other fact jou haje not l-dicu into 
account, the euoriivous imo tatity due lo inllucti.-..t, wbit b u.v . 
feature. Is that a cause of the ccom-mic detenotaten ot the .nejoc' 

.A, — 1 have nut .slatcii so. 

O.—You admit tliai you .dtould laU into ,a'.<.ui.i I'nc iolltt, o,. » ep,,!.-- 
iiiic which took away .si.x millions ot j..ojdo,- 

A. — Wo nuusl. 

Dr. auiUr. U-'.A'oU -vein .'III', 
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into the .iUction sety ..KcudA, 
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privation lJut you must admit tluvt ono ouistanding I'oaturo in tho eco- 
nomic life of this country sinco 18(50, wiion it Ims been fairly linked up, is 
that Ihero is no \vido variation of prices. 

A. — No, there is not much variation. 

Q. — 'fhen you go on with tho intoresting discu.ssion of curroncy pi'ob- 
loma. In this connection you quote ^Ir. Keynes (his hook on ‘Monoiary 
Reforni’). I am .sure yon rememhor that pa.ssago whore ho dofomls the 
pasition of tho Govornmont of India. T.s it fair lo an author to qnoto 
him like that? 

A. — Only for that purpose. 

Q. — AVhothor there has hoon a very great incron.so in jnicesp 

A. — ^'Thoro has heon, 

Q. — ^Ho says that tho Govornmont of India ought to have been more 
courageous in defending its enrrenej’ and o.vchnngo policy than it was. 

A. — Yes, I know ho says that. 

Q. — ^You quote him in so far as evils of doprocialing curroncy are con- 
cerned, hut when ho comes to tho qno,stion of rise in prices, you do not 
(luoto him. It is not perhaps fair. 

A. — T do not think I am unfair to ilr. Koyncs. Ho says in his first 
hook that increase in rupee currency has no relation with the incrcaso in 
price. 

Q. — Mr. Sarma, yon are hero in a mess. 

A. — ^That is my recollection. Mr. Keynes is an advocate of gold 
o.xchango standard, and ho says that .so far as Indian curroncy was con- 
cerned tho increase of a hundred crorcs during tho period when he wrote 
that hook had an offectivo place in increasing tho price. That is my 

• recollection. 1 may he wrong. 

Q. — But tho passage iinmediatoly preceding that portion you do not 
quote. 

A. — I differ from him when ho said increase in rniieo curroncy had no 
influence on prices. 

Q. — I douht if ho said that. 

A. — 1 know in his hook oa “^[onetary Iteform” ho says so far as India 
Is concerned snhsequont to tho War the prices remained steady. 

Q. — You say tho Government of India followed a policy of keening the 
prices steady. I do not .seo how you can indict or criticise them. 

A. — ^AVhich policy should I not criticise? 

Q. — To keep the prices steady; for that you cannot draw up an 
indictment. 

A. — I am not, at least, not to the same extent. Tho position is this. 
Indian prices were steadier during these live years than .gold prices in 
Europe. They could have hcen still more steady if wo had had a silver 
standard. 

Q. — ^You say if we had a silver standard? 

A. — Exactly; that has been my point. 

Q. — ^Wex'e there not a number of things happening to the jjroduction of 
silver? Suppo.se you had a silver standard, the output from the mines 

• is bound up with the level of jn'ices. If the output is fluctuating — as a 
matter of fact it was fluctuating — that would not have produced a steady 
price level in India? 

A. — I don’t think so. 


The President. _ Q. — ^You have given a very interesting table in which 
you show how the incidence of taxation has sliiited from ono tax to another 
during the last twenty years. Some have greatly increased and some have 
decreased. You say: “Between the.se twenty years it is clear that the 
amount absorbed by the Government on these accounts has increased more 
than twice. As a matter of fact, the general level of prices .luring tho 
same period has increased practically in the same proportion”. 

A. — ^Yes, about 200 per cent or so. 



Q.-So actually tbe total amount of taxation has 
A. — No. 


not iiicrea.sotl? 


Di. Panin jpye. Q. You agreo u'ith Profosbor Hauiiiton’b thesis 

relief ThL“?7irrhI\\emeVto“;ave%^^ '“'1 '"“'’'l “.mo 

?6poits!^® ^ 

collecting Se sZe. ^Yoi tu^tax1?pS^^ 

"^‘ 4-1 ^ mean is this. Ultimately the incidence of every tax falls 

ipon the consumer. Ihe land is owned by comparatively small nmaber 
of people coinpared ’nnth the total population. So people who have got 
a large amount of lands naturally liave to keep only a portion of tho 
produce and sell the rest of it. It is the purchaser who has necessarily to 
pay the tax. , , 

Ur. Hyder. Q. — Suppose there is a tax on rent, who pays it? Tho 
rent-receiver or the consumer? Is it shifted? 


A. The landowner will pay if you can get at the economic rent. 
Q. — ^Wliat is land revenue? 


A. — It is a tax. 
Q.—Ott what? 


A, — ^"Upon the person who - owns the land. 

Sir Percy Thompson. (}. — Is it not taking a portion of the economic 
rent? 


■ A. — ^IVIy own difficulty is that it is impossible to find out tho economic 
rent of a piece of land. 

Q,— my? 

A. — ^It is very difficult to find when you take a piece of haul liow 
much capital has been put into the laud by 'the individual, how iiiuth 
labour ha.s been used and what is the actual value of llic land, etc. 

Q, — Aro you .saying that the economic rent is tho rout of tJio hiiiil 
in its natural unimproved state? Where capital has boon e.xpendcd the 
price of it is not an economic rent? 

A. — No. Theoretically I agree with you, but if you take land in thi.s 
country, what the laud pays to the landowner is not tiie economic rent, 

Q . — quite agree with you there. What f am asking you i.s tin's, 
u'hether land revenue is a charge on the rent. 


A. — ^Yes, it is more. 

Q. — If it i.s le.bs than the economic lenl it is paul out ot_ the econouiic 
rent. I suggest to you if you take the wliole, iioc part of it, liy way oi 
taxation vou don’t iuerca.se tlm price ot produce by one .■.ingu> p<»m.v 
because it "comes out of .surplus. What determines tho price of tiie proilui o.'' U 
land has a difforontial value over and above tho land on ino in.vripn et 
cultivation and if you take the whole of llio dilferential value, you don L 
increaso tho jn'ico of tiio produco by one single pejin^. 

^I’hat is what I have learnt at .scliool. But if 1 pincliaso nu> 

nieces’ of land one just on the margin of cvdtvvatmn and another puxe 
Sc land yielding a good crop, you will Itnd, if vou ca eiilale 0 or •> per cent 
intei-ost upon tiie capital, that I iuve.sled, li.ere will lie nothing left. 

Q.—^Vby then people ate fooihh enough to buy lauds? 

A.— I know as a matter of fact that there is no agriculturist who ni.dei 
more than I per cent inlere.si on his agviruUnio. 

Ur. Puranjpyc. Q.~Thoy are not invc.,iing on lands puieiy fioni an 
economic point of view? 


A.~Xot always. 

Dr. Uuder. Q.~Your 1 per tout fiom the 
10 per cent fiom iiiduslry, for this rtstson tli.it 
laud is dead lertain. wheiea . a man who uivots 
ubom his intere.-t. Is it not so? 
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A. — ^Thub is so. Jf of course the man is porfocUy corLain of his ,‘j or 
■I por coiib. 

Di\ Furaiijpifc. Q. — People in India nob only invest on land froin 
purely poeuniary bonelits bub also for social benefits. 

A. — That i.s so in many cases. 

Sir Fcrcu 'Thompson. Q. — Even if the land yiyes only one per cent, 
it is quite a dilForont question from that of the economic rent, 
because the latter will remain precisely the'same. If you lax that economic 
rent the owner will have to pay, and it will not alfect tho price of tlie 
liroduce ? 

A. — I do not know that. 

Dr. Dydcr. Q. — There is one more point. Do you say tho land revenue 
enters into tho cost of production? 

A. — I say that land revenue is more than tli-j economic rent and sucli 
it does. 

Sir Peri l/ Thompson. Q. — lliglit, but wo have been hearing this morning 
that land is soiling at one hundred and liftj’ Limes llic land revenue. 

A.— It maj* bo, but I do not know if it is so high. 

Q. — If land revenue is more than the economic rent, hoiv does land 
come to sell at one hundred and iifty Limes the land rovcniio? 

A. — I know instances where lands in this Presidency have been selling 
at 5,000 rupees an acre, but which may yield only 150 or 200 rupees an 
acre at tho most. I am talking of conditions prevailing in tho Tinnevelly 
district where it is more than that. If you consider the amount invested 
and if you take the return they get for tho amount invested, you null 
lind very little rent realised. 

Sir Percy Thompson. Q. — If land revenuo o.xceeds tho economic rent, 
how aro they paying anything for it? Who is going to bo so foolish as 
to pay for tho land when tho rent or tax is greater than ivhat they can 
get from tho land? 

A. — It is not greater than what ho can got from tho land if tho 
capital is not taken note of. 

Q. — ^You have got some lands, a prospective iiurchaser comes along and 
asks what is tho rental value of tho land, you say it is "X” and the land 
revenue you say is “Y”. You say “Y” is greater than “X”. If it is so, 
the value of the land is minus. Why .should ho pay for a minus value? 

A. — There is no minus value if interest is not calculated. If tho 
market rate of interest is allowed thoro 'will be no rent. If not, tho 
land revenue will be less than tho rent. 

Q. — 1 am talking about tho man who is a landlord and lets his land; 
if it is less? 

Ar — No, it is never less, it is certainly more. 

Q.— Then the land revenue must bo less than the economic rent. Your 
proposition is that land revenue is greater than the economic rent. I 
go and buy a piece of land and pjw solid cash. If you suggest land revenue 
is more than the economic rent, I will be only getting a minus quantity. 

A. — How, if you do not deduct the money paid for it? 

The President. Q. — Can you please explain your definition of economic 
rent? You say. “Sir. Findlay Shin-as says that in .some places land is 
worth eighty or ninety times the Government rental. A 5 per cent interest 
on the value of 25 years’ rental may be a vei-y moderate deduction from 
an arithmetical calculation on the net produce, and, if that is allowed, 
no tax will bo payable at all’’. Can you give us any concrete example? 

A. — Suppose the land revenue is Rs, 10. According to the land 
revenue policy, the rent of the land must be Rs. 20 

Dr. Paranjpye. Q. — If a man is buying it as investment, would he be 
foolish enough to pay twenty-five times the net income? 

A. — ^He pays more. 

Q. — ^In fact he does nob pay for the qmount of money he is going iq 
get from the investment, 

V II— 6f 
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verv “ Th the money invested in the land, you .^el 

leiy littlo. It it IS eighty or ninety times that he pays it is not fl'Tn+ 
the land yields a percentage of income. ^ ^ ^ 

Q.— Ton are assuming that the yield of the laud is 
Slid revLir^ revenue, while the actual return may be fifteen times the 

A. No; it is an exaggeration. 

time?ft?tand*°evemS 

e Cauvery-irrigated fields yield 20 Jcahims 

of paddy : Rs. 4a- or Rs. 5 is the usual rate : it will come to about Rs 100 

go and labour he pays 

Rs. <3,000 as purchase price. ■ 


^ follow when you say that “A 5 per cent interest 

on the value of 25 years’ rental may be a very moderate deduction from 
an arithmetical calculation of the net jiroduce, and, if that is allowed no 
tax will be payable at all.” You mean fifty times the land revemio? ^ 

A. — ^Yes. On the basis of the half-net tlieory the calculation is correct.' 

Q. — Do you say that the consumer pays the laud tax? 

A.— I believe that the consumer ultimately pays every tax and when 
the agriculturist, keeping a reserve for himself, sells, it is the purchasoi’ 
who pays. The whole cost of production is shifted on to the consumer, 
including the tax he paj's. 


Sir Percy Thompson, Q. — Does the consumer pay income-tax? 

A. — In some cases he does, but not generally. 

Dr. Hyder. Q. — Your statement comes to this; that the price of corn 
is high because rent is paid. 

A. — No. 

Sir Percy Thompson. Q. — ^TS’'ill j'ou please define economic rent? 

A. — If you take two pieces of land, one not yielding anything at all 
or just enough to meet the cost of cultivation, and another giving move, 
whatever is giving more is pure rent. I do not mean that. By lent 1 
mean this ; when you take two pieces of land, you must also deduct 
whatever is invested on them and then calculate the rent between tliD 
two. 

Q. — I have a jjiece of land for which I paid Rs. 2,000. If I deduct vhe 
interest on it, I shall get its economic rent. I sell it for Rs. 10,000 and 
you buy it : you have to deduct interest for Rs. 10,000. Has the economic 
rent of that land changed because I sold it to 3 'ou? 

A. — If you deduct the interest on the Rs. 10,000 I pay, there will be 
no rent left. 


^ Q. — ^The economic rent varies according to the idiooj’ or cleverness of 
the purchaser? 

A. — ^You are making a number of assumptions. 


The President. Q.— You would let the tenant off paying rent altogether? 
A.— I am not likely to have used the word ‘economic rent'. But if 
you make a provision for the capital invested, there would not be any rent 

left. 


Sir Percy Thompson. Q.— If you are foolish enough tp l>uy Jand for 
Rs 10 000, you pay less tax, and if you are .still more foolish to buy and 
for Rs. iVoOOyi pay nothing by way of land revenue; is it not sheer 


rubbish ? 

A.— But what .shall I do? I have money and 
else with it. I am not foolish enough to pay an 


I cannot do anything 
exaggerated price. 


Q. — ^Why not buj^’ Government securities? 
A. — I might. It is also being done. 


Q.— You invest in land because you get a very decent return; 


A. — Seldom; 



m 


Jjr. Ryder. Q. — ’Salt: you say ou i)age 434 in your stateiueut that “there 
cauiiot be any variation as to consumption of salt between the rich and 
the poor.” That is to say, the demand for salt, all classes considered, is 
inelastic and the quantity consumed remains tho same. 

A. — ^jSIore or less, it is so. 

Q. — On page 435 you say “when the duty is low and the incidence is 
slight, the consumption increases perceptibly r and when the tax is raised, 
the consumption falls.” I cannot reconcile the two statements. If _a 
demand for a commodity is inelastic, the quantity consumed or demanded is 
not sensitive to price changes. 

A. — So far as the change in consumption is concerned, the figures are 
taken from the financial statements. AVhen the dutj' is high, the poor 
forego a portion of their consumption. 

The President. Q. — ^Before you draw any conclusion from the figures 
of the financial statements, are not the figures of issues of salt on jjayment of 
duty completelj' distorted whenever a change in the rate of tax takes place 
or is expected P 

Dr. Ryder. Q. — Have yon worked out the figures for a series of years, 
say, for fifteen years when the rate was Rs. 2-8-0 and for fifteen years .vhen 
the rate was Es. 1-4-0? Allowing for the natural increase taking place in 
population, you will find very large variations in the total amount of salt 
consumed liy the people of India; that is the thesis you have to maintain. 

A. — You will find the figures vaz-ying and I have worked them out for 
the various years according to the rates prevalent during those years. 

The President. Q.— 'Did you ti-y the reverse process? You say there 
was an increase in consumption when there was a reduction in duty. 

A. — ^Yes : it is there. 

Dr. Ryder. Q. — The whole izosition is this: whether the rate inci’eases 
or decreases, the quantity, demanded will not show nnzch variations; that 
is the one position to take, and it is inconsistent with the other position 
j'ou have taken. 

A. — ^Wheii I say that there cannot be any variation as to the consumption 
of salt, it means that a man who takes a certain quantity zvill not 
take twice that quantity because the price is reduced. 

The- President. Q. — As regai-ds land revenue, you say : “whereas the 
revenzze I'ose by four crores, that sum has been bodily transfei-red to the 
tax-gatherei’s as price for collecting the same.” Does it ziot mean that 
the pay of the village staff has been doubled? 

A. — ^Now it has been doubled, but a number of village officers have 
been dispensed with. 

Q. — ^Is it quite accurate to descidbe it as a transfer to the tax-gatherers? 

A. — ^Tho village harnam is a tax-gatherer. 

•Q. — Prices have risen, taxes have risen and the cost of administrati zn 
has also I’isen. 

A. — ^Everythizig znay rise, but unless I am going to save, there 'S no 
use of anything rising. 

Q. — ^IVIay I suggest that this inci’ease in the pay of the village staff 
is inevitable, whether land revenue rises or not? 

A. — ^You find in a particular year a certain revenue; ten years later you 
find an inciease, and that increase is accounted for by the incx'ease in the 
cost of’ collection. 

Q. — ^IVould you abolish the village staff or keep them on the same izay 
they wore drawing half a century ago? 

A. — We are entering into the question of expenditure. 

Dr. Paranjyye. Q. — Do you mean to say that the cost of the village 
staff should really bo credited to the cost of land revenue? Don’t they do 
a largo uvunber of other dutie.s heside.s collection of land revoirue? 

A. — The village hartnuit only does the village work: the village munsif 
does some civil or criminal work. ^ 


1C veil uo lb 


... yini iimintuin that the eo,t of collection of land 

-o per cent,'' 

fiKurod from tho financial htatouients as ihev are 
cnihodicd thoro. If .some ailowanco lues to be made, figure.s may be ivorked 
out a.s to how nuicli has to be put down to other service.s. 

'She Preshicnt. Q.~2Iow mucli of this goes to the village staff and how 

I take it that you agree that sun-ey is 
iiccc*i>.'3<ir^ , wlictlior you luivo kiiul revenue or not. 

If*. oV^^irin .settlement have increased from 
lib, D,W,iX)0 to Iks. 00,00,000. Ihcy may bo deducted. 

Q. \ou have a survey and settlement even in Bengal where vou have 
permanent settlement-, so yon could hardly debit the .siirvev and .settlement 
btaff to laud revcntio? 


,, ^ '™vkcd out the rigurc.s_ so far as tiiey are available fioiii 

tlio iiiiancial statements j it any deductions have to bo made, thes- may be 
worked out. 


Q. — \ou theii^ proceed to make some comments on the increase in the 
duty of sugar. \ou say: “When the duty was raised to 10 per cent the 
rovenuo licgan to fall ; . . . in 1921 when tho revenue was raised to 

15 per cent it wa.s expected to yield 2.35 laklts, but as a matter of fact, it 
yielded 0.30 lakhs owing to tho abnormal imxiorts conseexuent on a fall in 
prices”. 

Wliat conclusions do you draw from these figures? 

A. — I was referring only to tho fact that as alwaj's hapjiens, when you 
iiiiposo a protective duty upon an ca-scntial commodity, for everj' pound of 
sugar that you import, four times- tho amount is paid to the local 
mamifacturors. 

Q. — You arc a die-hard free trader. 

.V. — T am. 

Q. — Kegardiiig the income-tax. you say that tho calculations made at the 
time tlie exemption limit was rahc.-l have gone all wrong. Do you suggest 
that it was a ini.stako.^ 


A. — It is not : it is .simply an increase. I am only saying that the figures 
in tile financial statement were wrong. 

Q. — You say: “The exemption limit was raised to Bs. 2,000 in 1919, 
and it was e.xpected to relieve 287,000 assessees out of 381,000 and cost 
a sum of 75 lakhs, to the exchequer, but the calculations have, all gone 
wrong.” 

A. — So far as the income wms concerned, the figures were wrong. They 
calculated there ivould be a loss of 75 lakhs; on the other hand, yon will 
find an increa.se. 


Q. — The gain that yon speak of came from the other people? 

A. — Yes. but now tiio figure for asse.s.sees has come to 2i laklis, 

Q. — We now come to tlie “function of tax revenue.” You s-iy; 
the subvention must increase with the capital at charge, the railways will 
become ;i growing source of tax revenue, instead of being a cheap meaas of 
internal transportation”. 


A. — If you are going to confine yoiii-aelf to meeting woi-king expenses every 
year and go on borrowing every year, you would have to pay, 
intere.st already in existence, (lut also one-eightieth of the sum that will oe 
the loan account for the railways. 


Q_ You will have to ‘pay that to the redemption fund? 

A —I can undei-stand the starting of the fund when borrowing ha.s 


stopped. . - 

O.-But Jiow are railways going to be a growing source of revenne?_ 

A.— The revenue -ivill go on increasing if you put up the rates as high 

as possible. , ,, . 

Q— Why .should the rale increase as the mileage increa»--.s? 

... t 

taken from a limited section of the people. 



Q.— On tho otliiT Innni. »■* \on tnliu ii)) (lu* h;,-. ravonu’.lily hitiiiilo'.l 
iicliuiito, won't tho into of [HofU tcml lu ilorlino?' 

A. — W'', Miinc of (Ik'iu may nol pay. 

(>. — In \vhic!» raM\ theio may not bo any pioiit. 

A. — Dniintt tlu> la'll fow year.*. I tliinlc tin.* railway, ■* paid a » onsidoraldu 
portion of the deficit of the Government of India. 

Q, — We now come ti) federal fin.iinc. Vtoi '-.ij : “The federal .‘•jatem 
h.u broken down in every foiid;in lountry in that .'.ep.iiate water-tiy.ht 
.source.i of levenue lonld not be earin.irkial lor leder.d a* di'<linuni'<hc<l from 
State or even local piiriio-eJ.” \Vhi«h aie the count rie> von leter to which 
have tried thc'-e wat<«r-tij',ht .^onue,t of lovenne? 

A. — In every country wheie theie i> .m iniome-la\, ihev put on ,i 
KVirthar;li' on income-tax for local purpe.ct; \on c.innoi ..ly thi;. tax alone 
is for l.oc.d GoMonnicnt or that tax ahme i. lor Imperial Government. 
Tho experiment has failed in every (otintry. 

Q. — Does not that show th.it theie i. not a .'epaiate water-ti! 4 ht .soiircer 

A.— \Vs. 

Dr. Daraiijp'jr. Q. — Arc you .ii^.iim.t this thixiry of .icpai.ition of ;ami<e',? 

A. — I don’t w.int it: it c.iniiot woik f.iirly. 

The Q."-Yoii ;..»y : “If the netciary implic.ition.s of ;.eparatixf 

finance ate widely understood and .ij»picciat«‘d, it may be doubted if the 
movement for luovimial home-rule would K.iin much .strength’'. 

A. — Yes, I am ajjainst tlividinjt it between the jiroviiuei. 

Q, — Then you .-.ly : “Oiue pcojile be;tin to t.i.ste the full finiti! of fin.in- 
eia! autonomy, we shall have a IJabel r.ii-cd .umiii.t piovinci.d tyiaiiny and 
provinci.'d ine<iu:dity,'’ and you "o on to .s.iy that .i fi-aal sv.tcni must be 
evolved which will have ilue re;:aid to com|»ar.itive fia'al nccils. 

A.- -I me. in the cap. icily of the people and the exjiendituie that they 
ought to bo put to. 

Q. — You say: “There is no true measuie of jiiovimial need.), .ind i:iv 
amount can be .spent by any province if only the money i.s avatlalile.’* 

A. — Ye.s; if you give money to any jnovince, it will spend it. 

_Q. — How are you going to determine comparative fisc;d ni-'ls.' D , 
think it i.s fair that one province .should pay for another.^ 

A. — Xo. 

Q. — Jf ju'oviiice says it ha.s more fiscal nec<i'> -j ii- J • .* , , ■_ 

and province IJ only makes an eatimnte of Its. 9. IJ 

give to province A under your .scheme. 

A. — It i.s not po.s.siblo to treat all the piovint.-, t- _ . . ; - .. 

of financial devolution; .so we .should do awav wit.b .. 

■ revenue entirely for the whole country; so f.ar .'is • _ - ( 

wo .should see to the ab.soluto necessities of tc-k 
fund.s accordingly. 

Q. — That i.s, you would go back to the c-'i - • . 

A. — X think the best .y.'hoine would ly- — - ' - - ' 

fought. ' ' t- . . , J . , 

Q. — How do you determine the v/.; - 

' A. — ^You mu.st have .soino inea-’;/.* ' ' • - ♦ 

what amouut, ■ * • • 

Q. — ^\Vhat process would you 

A. — lle^ponsible autlioritici ; 

of each iirovince are, ' • > . 

Q. — Would you .say ih^,: , ' 

pon.sible authorities? DM ' 

what the needs of cacli ' ' • • ' • r 

authoritative body? ' " ’ *' 

A.— They failed 
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abolish* afrftOTi^ncial^GovimmS^a^ to 

manage everything and a.k the Imperial Government to 

favoxt';? ^ that there is nobody in 


paying their fair share of imperial burdens, lias the effect of discriminatin'" 
between the subjects of various provinces.” Would you endeavoiu' to 

historT scheme of land revenue throughout India and scrap 

History, tiadition, existing arrangements, existing laws, etc.? ^ 

A.— To begin with, I am making some suggestions. I am proposing 
a tax on agricultural incomes, exempting small cultivators who pay below 
Its. 10. I do not want to reach a clean slate, especially on financial 


J .1 say that The contribution, though it - may be j'ustified on 

the ability principle, relieves, to the extent larger sums are raised, the 
burden on those who pay other taxes. It may be stated broadly that the 
mperial burden on land in Bombay will be lighter than on land in Madras.’ 
How does that come about? Your figures all relate to income-tax? 

A.— I have given figures also for land revenue. There is also a proposal 
to provincialize income-tax. 

Q- — You say; “There is no true measure of provincial needs, and 
any amount can be spent by anj' province if only the money is available. 
A basis of distribution satisfactory to the jirovinces cannot be secured”. 

A. — Every jiroviuce ivill go and contract for as much as it can 

get. 

Q. — ^You say: “The provincialization of stamps has already begun to 
work unequally and the recent amendments of the Stamp and Court-fees 
Acts do not disclose any true appreciation on the part of the legislators 
of the place of fees in the fiscal system”. 

A.— Yes. 


Q. — “The growing demand for division of jiroviuces on a linguistic 
basis, or on a religious basis so as to minimise the Hindu-Mussahnaii pro- 
blem, points to a striking divergence from those economic ties, facilities 
and resources which alone can perhaps be a rational basis for the formation 
of administrative units”. 


A. — ^And you cannot get that in India: that is what I say. Each 
Ijrovince lias its own ii.seal systems, so the incidence of taxation cannot be the 
same compared with the incidence of taxation in the other provinces. 

Q. — Then you say provincial autonomy would prove “an instrument 
in employing the brute force of majority to accentuate fiscal inequalities 
by so modifying the burden of taxation as to hurt particular classes and 
communities and benefit others”. 


A. — ^Yes; that might be the jjosition. 

Q. — You have not seen instances of that yet? 

A. — ^We are having it lower down. 

Q, — ^it has already led to class taxation. Is that your e.vpcrienco 

in Trichinopoly? c , 

^Yes. It is coming on slowly. It is a question of time for it o 


• Hr. Hydcr. Q.— Is there any undervaluation in assessments to hou-so tax 
in Trichinopoly? 

^_yesj these are the blessings of democracy, 
n You sav “The high level of stamp duty on transfers of 

had a/d‘£s I 

ft'hS 

A-T:'- it ia ,...da«h,a.l far tl.o hU.,,a» af aalaa. 

Q.-You say it adds to the burden of the borrower and the vendoi . 

A.— Tho law may be different; but usually the seller pays. 
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Q. — ^Tlien. you say; “The heavy dost df litigation is one of the prilnd 
causes of the economic deterioratioil add indebtedness bf the people. It is a 
Wholesome policy of civilised St>ltes to make thb administration of justice as 
cheap as possible, as it is thb one bed-rock upon which human institutions 
test”. 

A. — ^Yes; of course, usually, the word ‘litigation’ is used in a different 
sense. 

Q. — ^You say “receipts might be made to approximate to the cost princi- 
ple”. ' 

A. — Yes. 

Q, — The advantages of the cost iiriuciple as against the profits princi- 
ple, as stated by an American writer, are first that it takes away the 
uncertainty as to the result to be striven for; and second, that it furnishes- 
a tangible basis on which the rates are likely to be computed with due regard 
to the public interest”. 

A. — Yes. 

Q. — Transactions sucli as sale of i>roiierty are a suitable occasion on which 
the State should take a share. 

A. — ^But you ought not to over-burden the people. During the last revi- 
sion of the Stamp and Court-fees Acts, the fees went up 50 per cent. 

Q. — ^IVith regard to ‘general jiriiiciples of taxation’, you say “The in- 
tensity of the demand for ‘steep’ graduation has already created a reaction in 
favour of proportional taxation”. Who is 5 ’our authority? 

A. — I will send you the reference later on.* 

Q. — Are jmu referring to Sir Josiah Stamp? 

A. — do not remember. I will send up the reference. 

Q. — You say “On economic principles the indirect taxes on consumption 
and expenditure can play but a subordinate part in a well-ordered tax 
system”. 

A. — ^Yes. 

Q. — Have you not also to take into account the psychology of the people? 

A.— Yes, 

Q. — ^Ts there not the feeling in this country that thej' are in favour of 
indirect instead of direct taxation? 

A. — But the present rates of indirect taxation are high, 

Q. — There is a conflict between these two principles — the priccipls cr 
universality and the principle of ability. 

A.~Yes. 

Q.— The customs duties which have been so largely in^rscscd 
are not the duties paid by the whole population. Duties cn cars, fcr 

instance. 


A. — Yes, on motor cars and silks. They say they are iaxarfss- .:l:<rcr 
and half, you may say. 

Q- — You say: “The duty on imported cotton, — ■■■-f ^ ^ --- 
excise on Indian cotton manufactures — which is a - -j 
patent in scientific taxation — fall universally”? 

A. — ^Yes, 


Q. — ^Are not textile goods taxed in Japor.- 

A. — But they do it for some other nurr-sa. ZLav w 
export and for that purpose even to rerrir: "■ — ~ 

dinerent. * ' ~ 



Q. — ^You quote Sir Edward Law az.z sz- 
which need not be made”? 

A. — Yes. Every inch of land is rrrroas 
wari tract, at any rate. 


*Sir Josiah Stamp in his -w — - — 
(page 51) “Thought is at the rri" 
tion, that the misgivings rf * 
nineteenth century, seem t; Z 
1920. Royal Com^'m m Z 
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i'Jiey may luive sold it to others. 

an i.np7Sl°po1ut:' ‘’‘”™ '“‘W? That is 

.>VQ you going to find out U'ho -ivere the original class ^ Thera 

sanAiinoi* 500 g in tta 

A.— Yes. 

Prcside/if. Q. ^You say ‘‘The rent being part of the cost of raisin" 
piodnce, agncultnral ijrodncts will have an enhanced value which will be 
a ""'V cousniner”. And a few lines later, you say 

fi, ^ iise of land may not he a determining factor in 

the ultimate cost of the jiroduce . 

. ^ arguing there why they say so. In the next para"ranh I am 

gmng my reasons. ° ^ 


Q’ You saj , ”The blind application of the theory' of economic rents to 
the practical conditions of agriculture is responsible for the belief that the 
laud yields an unearned increment of ‘25 per cent during the lifetime of every 
goiieratioii, and that the Government with unexampled liberality take but 
three-fourths of it”. Who believes that? 

A. — ^That is the belief on which the laud revenue policy is based. 
There is revision every thirty years. Then they put 25 per cent 
increase, and if there is agitation it is reduced to IS^. And they say it is 
50 per cent of the net produce. 

Q. — Can you tell me any district which ha.s had this 25 per cent increase.® 

A^ — It is reduced from 25 to ISJ. 

Q , — I cauuot imagiue in whose mind that belief exists. 

A. — ^The basis of laud revenue is that. 


Q. — You say, “The presumptuous claim to measure by a percentage the 
unearned increment from land is the most audacious for a Government 
department to make even in Giis country” ? 

A. — Y’es. They say they can measure unearned increment on land in each 
village. How is it possible.® 

Q, — ^I want to know where this claim is made. 

A. — I am taking that Gie basis of the laud revenue policy is that. 


Q. — ^You set up a skittle and try to knock it doivu; it should bo referable 
to some particular declaration. Y'ou say ’'presumptuous claim’. The claim 
must have been made by somebody. 

A. — ^It is not so stated. I need not tell you anything new on the 
question of laud revenue settlement. The whole basis of the laud revenue 
settlmeut is that the Settlement Officer can measure the unearned increment 
of laud; and he takes a portion of it. That is the whole basis upon which 
these tlnngs are taking place. They say there is such a thiiig iw an un- 
earned increment which is measurable at every time the rovisioii takto 
place aud tliat is 25 per cent what it was thirty years ago. That is liow 

they calculate it. 

.<fir Perci/ Thompson. Q.— Can’t you give your authovitv for that? 
have iaad a good S of thse things, and 1 hare never read ifiat 2o per c 
increase is assumed to take place. 

A.— You find it in the settlement reports. 

0 — I have read them and I don’t find it. 

\ -In the report relating to the Trichinopoly district, it is stated aud it 

of net assets, ot Settlement Officer assume.^ an increase 

fot/e fate? luriS «« laai .Mrtv > c„r». Can ,vo„ re.er 
me to any authority? 


I 
cent 
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A. — There have been three or four recent settlements. I will line! out 
what the estimate of the Settlement Officer was and tell you. 

Q.— Are you quite sure you are not mistaking this : I have . seen the 
-Settlement Officer finding an increment of 31, 32, 33 and 50 on and then reduc- 
ing it to 25 or 18^ or whatever it may be, that being the limit. But I have 
not seen an assumption — an a priori assumption — before the Settlenient Officer 
has gone into the question, that the land has increased in value by 25 per cent. 

A. — ^What he finds is, I submit, his assumption. 

The President. Q. — ^You say, “In all these refined calculations, the 
marketable value which laud inherently possesses is invariably ignored. No 
account is taken of the capital invested on land, unless it be that agriculture 
is an industry which is expected to be dividend-free”. Is not a considerable 
portion of every settlement repoi-t devoted to analysing the prices at which 
land 'is selling ? 

A. — ^Do they take account for the capital invested, in arriving at the tax- 
able capacity of any piece of land? I have not seen that. 

Sir Percy Thompson. Q. — They make allowance for the physical improve- 
ments made on the land. 

A. — ^I am speaking of the capital invested. If money is invested, is any 
portion of the interest deducted or allowed for in taxing the land? 

Q. — ^No; but then what you are going to say is this: the higher the price 
paid for the land, the more valuable it becomes and the less it is to be taxed. 
Is that" your proposition? 

A. — I do not state so. Take a fair price. 

Q. — Then I cannot follow you. 

A. — ^I state that you should fix once for all a certain tax on every 
acre of land, whatever it may be, and whatever be the increase or decrease 
in price. Once for all, settle it and then tax agricultural incomes at a certain 
rate. 

Q. — How can you settle it once for all? 

A. — ^You need not care for the capital value of the land. You now settle 
for each acre of land some tax which is payable even assuming that the 
cultivator makes a large profit. 

Q. — ^A permanent settlement. Is that the idea? 

A, — Yesj that is what I suggest. The small holders, say, those who are 
paying a revenue of Rs. 10 and under, may be exempted. Then fix a scale 
of taxation for every piece of land — any scale which you may consider I’easou- 
able; and then tax the higher incomes, say, when the income exceeds 
Rs. 3,000 or Rs. 4,000. In that case you need not care for what the land 
sells at. • But when you say “the landowner gets money and, therefore, he 
must-be taxed”, you must give allowance for the sum that was actually 
invested. I may be a fool or I may be clever; I have jiaid some money 
and should I not get some return for it ? 

Q. — Suppose you very foolishly go and spend Rs. 1,00,000 on a piece of 
land which brings you a return of Rs. 10; are you going to make any 
allowance for the fact you have paid that large amount? 

A. — ^You need not; it is a large supposition. 

The President. Q. — Siippose A gets a patch of land from the Government 
for nothing, on which the tax is Rs. 10. He sells it to B for Rs. 100; then 
according to your suggestion, you would deduct from the Rs. 10, 6 per cent on 
the Rs. 100 and reduce the tax to Rs. 4. Now B sells it to C for Rs. 150 
and the interest on it is Rs. 9; and you reduce the land tax to Re. 1; then 
C sells to D for Rs. 200, the interest being Rs. 12; and the Government has 
to pay him Rs. 2 for occupying the land. 

A. — ^If you go on working at that rate, you get those figures. You must 
take the facts as they exist. Why do you suppose that the whole world 
consists of fools? Facts must bo taken into consideration such as thej’ arc. 
Tho fact is that land is heavily paid for. You say i'ou are taxing land 
on certain principles; then why don’t you make allowanco for the money 
invested on tho land? 

Sir Percy Thompson. Q. — ^That is what the President has tried to do 
and he has arrived at this result; ho finds that tho land revenue, as 
time goes on, becomes a minus quantity and tho Government has got to pay 
Rs. 2 for tho foolishness of tho purchaser. Your proposition comes to that. 

VII— 62 
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^ JV. Ijs Jiofc f <1111 coiitoiiflin cy ^PJ>’i>f' 1C i\^i- • • 

It IS a ciuestiou of pi-esuniing a inece of land w\lcl 
nway as gift, no man would pay Es, 100 for in vain. 

Q.-— Why not? Certainly, later on, thev will have to mr Vnn i,., 
a number of such instances. ^ 

A.— I ain speaking of agrioultm-al laud, not laud in urban areas. 

The President. Q. — ^Even in the case of agricultural land it is so C'n 

o\TiS;fin®Se yeSS;'it?S;,>,.tl 

, value of expectation.s. It is only for that 

to avoid this difficultj^ of making calculations — that I say, fix once for all 
the revenue and then tax the incomes. If you go on taxing on the 
capital value and make no allowance for the capital invested, von will 
probably land in such difficulties. 

. Q. — On this principle Avhen you tax incomes, should you not deduct the 

interest on the capital put in? 

A.— Yes. 

Q- — And do you do that in the case of business men so far as income-tax 
IS concerned? Suppose a man buys a mill? 

A, — I think it is finite reasonable to allow it, 

Q.— You want to deduct interest on his own capital which he put into 
the business of his own accord. If ho invests Es. 1,000 on laud, you have to 
deduct Es. 60 at the rate of 6 per cent. It is so in the case of a mill. Suppose 
he^ invests the money in Government paper and gets Es. 00 ; then are you 
going to allow Es. 60? 

A. — li 5 ’ou are putting it as a question of equity, an allowance must bo 
made for the return on capital. 

Q. — ^But what is taxable is tlio return on the capital. 

A. — Yes; but since our chief industry is agriculture, and large suw-s are 
invested in laud, some allowance must be made. Otherwise, tlicro won’t bo 
any reasonable income derived from land, 

Q. — Agaiu you say, ''It will bo admitted without doubt that tho perio- 
dical revision of land rovonue with its cousoquont onh.ancemout of tlio 
State's demand must necessarily put up tho price of agricultural products". 

A. — ^Yes. The prico of crops is raised. Tliore is no doubt about that. 

Q. — ^Now tho Trichinopoly district was resettled this year; do you think 
tho prices were raised by 18^ per cent? 

A. — Not imraediatoly to that extent. 

Q. — ^Taujoro has not been rosottlcd last year, and theroforo tho price-, 
would bo steady there? 

A.— You must compare the prices with the prices of ten years jirevious. 

Q —You say that because you resettle the Tricliinopoly district, tho prices 
will rise in the Trichinopoly district? 

A. — ^Not in Trichinopoly alone. 

Sir Poxy Thompson. tho re.^ottlcmeut in tho Trichinopoly didritt 

‘miu"’ to raise tho prices of tho world? If the land reyeinio r. inertu.od (liery, 
wioix do you suggest the price of com will r.so-.s it m Tmlunopoly or in 
India or in tho whole world? 

A.— In a number of districts adjoining Trichinopoly. 

Q, ^^Vby do they not get the corn from eLsewheref 

V —Wlio is to pav tho railway charges? 

Tf 11 ... vKn hi nrites is verv .small, they would m.t import irum 
«lso«?u7o But t litu »»t ut i-uilway .rrei|tl.t i, vwy in ,.,n mi ...ll, 

tht vi'o of ,.“icB, tlioy ivill buy m tCu au.,,|u'.t au.aul. ^ 



'li it wa-» cheai'cr 
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Q^-r-The fact is this. The price of paddy in Trichinopoly varies from 
the price of paddy at Tuticorin or- Ganjam only by the difference in the 
railway freight, so that land revenue does not affect it one way or the 
other. 

A. — But resettlements are going on every year and the pitch of the 
price will move up. 

Q. — ^You will find from the quotations given in the gazette that the 
price of paddy iir Trichinooply and Ganjam is the same except for rail- 
way freight, so that the resettlement has had no effect upon these prices. 

A. — ^If you take the price for five years, is it to be contended that 
the resettlement has not had any effect on the price of the paddy throughout 
the Presidency ? 

Dr. Paranjpue. Q. — The rise in land revenue is from 21 crores to 27 
erores of rupees? 

A. — ^You cannot say that if land revenue has been enhanced, the 
price has not been affected. 

Q, — under-staud you are against inlicritance tax and death duties 
and your reasons are merclj' sentiuiental. 

A. — ^Not merely. 

Q. — ^You do not consider this question from the economic point of view, 
but you consider it only from the political and sentimental point of view? 

A. — To some extent I have considered it from the economic point of 
view also. 

Q. — Do these sentimental reasons not exist in other countries ? 

A. — I do not deny that. 

Q. — Still those countries have death duties? 

A.—Yes. 

Q. — Practically in almost all the advanced countries death duties a're 
levied. 

A. — ^They took to these death duties because there was a paramount 
necessity, 

Q. — 'Where was the question of paramount necessity during Sir AVil- 
liam Harcourt’s regime? Was it required for balancing the budget? 

A. — 1 million pounds were required for the Navy. 

Sir Percy Thompson. Q . — ^Wliat do you mean by saying they were hard- 
pressed? At that time income-tax was eight pence in the pound. They 
wanted 4 million pounds when income-tax was eight pence as compared with 
the later figure of six shillings, and thej"^ could have got the whole sum 
by raising tlie income-tax by one penny. 

A. — They could liave done that. But tlic Chancellor of Exchequer per- 
hap.s ,thought_ that that il he increased the income-tax, thci’e uilJ he a 
greater opposition. 

Q. — He thought death duties were the fairest n;ean& of raising the addi- 
tional four millions? 

A.— When I use the Avord ‘dire necessity’ I do not mean it slioiiki bo 
the lust resource. They felt the ncce.ssity and they raised it. 

Dr. Puranjpye. Q. — In other countries human natui-e is the same, and 
there Avas no dire Jieccssity for them to put on this duty. You said there 
Avere other economic reasons. Would you tell us Avhat they are? So far 
as 1 understand, taxation is levied in cases Avhere there is a AAundfall Avhen 
persons have not Avorked for that income. In that case, it is generolh 
accepted under all canons of taxation as the fairest source of taxa' 
tion. Noav there is the property obtained by the death of somebody else 
Avithout having Avorked for it, is not this pre-eminently a case of Avind- 
fall on AA-hich, if the State requires further resources, it is entitled to lav 
its hands? 

A. — ^If CA-ery man has to begin Avitli nothing in life, that Avouid be 
an ideal state of things. 

Q. — ^In one instance.’ instead of being tlie OAvner of Ps. 5,000 which 
ho might have earned by his oavh e.xertion, he becomes the owner of 
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worked for it ajid lie should not have it? ^ ^ 

Q'^ — That is the modern theory. 


L-fr accept that theoi-y. If progressive taxation should go to 
^ ^ as even to destroy ever so many social institutions by which 
mdustiioub peoples foi-tuncs ivei-e made, T do not subscribe to it ^ 


otthi'p™pelti“‘as‘’£ukes?‘‘ I" 


A. Yes, as he earned it he must be able to dispose of it. 


Q. Suppose there is a case of intestate succession, he does not dispose 
or nis property, but a third cousin inherits the propeidj*. Even then 
you do not advocate this duty? 

Possibly that man thought that his third cousin ought to take it, 
and therefore made no will. Why should the Government deny Jiim tJiai 
privilege? ‘ 

Q- ^You see there are many instances where the enemy of the deceased 
person succeeds to the property. Take the case of two brothers who might 
have been on vei-y bad terms during their lifetime. 

A. — Then they dispose of their property otherwise. 

Q. — ^You say a man should have an absolute right to dispose of the 
whole of his property; not only that he should enjoy the efforts of his 
labour, but he should put upon the society a burden of the person who 
does not work, but siiuply lives upon the property earned by others. Don’t 
you think that Government should take a part of this windfall? 

A. — If you call it a windfall, 1 do not object. That there are some 
cases of this sort I do not deny. Suppose there is an absolute necessity 
and somehow or other money must be found, then the question of capital 
ievy comes in. It is a different matter then. But so far as I Jiavo been 
able to study the Indian Financial conditions, there is no such necessity 
that death duties should be levied now. 


Q. — ^If there was a clioice between salt duty and death duty, which 
would you choose? 

A. — I would iirefer salt duty. 

Q. — You would prefer salt duty on the poor person, but you would 
lo.ave untaxed tlie person who gets property by a windfall? 

A. — do not take it as a windfall. I earn not only for myself but 
for my kith and kin also. Why should I give to the State a portion 
of what I earn instead of to my own people? If death duty is a matter of 
absolute necessity having regard to the financial necessities, suppose the 
country is invaded and a large sum of money is necessary and money cannot 
bo derived by any other source, then it is a different matter. 


Q. Suppose you have a policy of extension of education and you want 

further resources: according to your thcoi’y you will liavo to say fcbo State 
has no business to go in for education? 

A. I won’t say that it sliould pay for it by imposing death duties. 

Dr Under. Q.— On a point of theory. , You say, “It is gononvlly held 
that taxes stick to where they fall;. but it may not bo that the death 
-^11 stick to the so-called beueaciancs. In the largo maionty of c^e.-,, 

sl'i hvi?, tr's “;:“e /rs 

yoi wSen taxS are i.eing roaliz.ed like tins, how can these tax-, affect 

the tenants. . • , 

A.~You are thinking of a Ante of thing, that may not exet. 



493 


Q. — It is only Lo siuiplil'y matters. J's that one aero or lioiise going' 
to fly out of existence? 

A. — What the man Avill do is ho will sell one house aud then say ho 
does not possess the house. 

Q. — ^I’he State will saj”- we will take one acre. 

A. — am not referring to the house-owner. The person who conies to 
the liouse on the death of the person must pay the duty- whethoi" it is 
to bo given in one year or spread over ten years, the tenant will have 
to pay. 

The l*reiskleiit. Q. — ^If in ,succe.ssive years the rout will be increased, surely 
the tenant will go to .some other lioii-so? 

A. — If he could got one. 

Sir Percy Thompson. Q. — ^\Vith regard to income-tax you say 'diat there 
is a great deal of double taxation and you say, “Where the tax paid in 
the United Kingdom is less, the relief claimed in India will be greater”. 
Let me explain to you the system as at present u'orking. Suppose Indian 
income-tax is one anna in the rupee aud English income-tax is 4 annas 
in the i-upeo. Suppose -a man makes an income in India on the basis of 
the preceding year Hs. 5,000 a year, while in England it is calculated 
on the three years’ average and comes to Ils. 50,000. Would j’ou mind telling 
us what India will give? 

A. — On the three years’ average, suppose it was for the first year 
Us. 1,000, second 5 -ear Us. 2,000, third 5 'eai- Us. ■J,000. On the third 
year average the amount i3a5-able will bo Us. 2,000. 

Q, — That is in the 3 -ear four? 

A. — Yes, on the English calculation, in India the amount paid, for that 
year, is Us. 3,000. When the tax paid there is on Us. 2,000, the relief 
claimed here is on Us. 3,000. It sometimes takes place. 

Q. — ^That is quite right. 

A. — It is not Us. 2,000 -that has paid double tax, but on Us. 3,000 
relief is claimed here, the relief is higher and obtained. 

Q. — ^Wliat is your i-ate? 

A. — I do not know actually the rate. I had in mind the case of the 
South Indian Hallway. In India the relief is given on the Us. 3,000, 
but in England according to your calculation, relief is claimed on Us. 2,000, 
so it is not Us. 2,000 that pays double taxation, but relief is given to 
Us. 3,000. 

Q. — Uemeiuber in that case the first to suffer is tlie British Exchequer. 
Tax is presumabls’ jiaid in India on Us. 2,000 and in England on Us. 3,000. 
India gives relief to half. How do y-ou say this, “Not only is the Indian tax- 
payer compelled to shell out year after 3 'ear a decent portion of tho revenue 
to the relief of the United Kingdom, but even the important source of 
interest on sterling debt paid in England escapes taxation”? Where is tho 
question of shelling out here? 

A. — ^Uelief is claimed on Us. 1,000, which has not paid double taxation, 
is it not? 

Q.— No. 

A. — That actually takes place. 

Q. — I do not think yon are quite right. Assuming it is right, it is 
little tall to call it shelling out, when the bulk of the relief is given 
on the Us. 2,000? 

A. — ^IVherc is the relief given? So far as Us. 2,000 is concerned tlie 
tax is )>aid tlioro in England. But when you come to us to give relief 
you ask u.s to give relief not outy upon Us. 2,000 but also on Us. 3,000. 

Q. — Only when your rale is iuoro than half the English rate. You 
don’t pay unless your rate is more than half the British rate which at 
the present moment it is not? 

A, — Of course, it is not likely to be. 

Q. — Wliat do you mean by say-ing that “the immunity from taxation 
given tv-3 the interest receivers on our sterling debt in the United King- 
dom and the refund to the tax-payer in relief of double taxation, raise 
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^vas distinctly promised that it will be free from i'ncLe tax ' 

A. — ^Who promised? 


Gloverumeiit of course. Ou the prospectus of those sterlimi loan, 
s theie not a provision that it will be free of taxation in India ?^ 

"" diiferent matter. If the Government gives that under 
taking, that IS a case for excuse. But T am suggesting that it oimht t 

"ive^ exmnntim/” T1 r* Government of India should no 


Q.— The point is this. If the Government of India wanted money fron 
Bugland it has got to give a rate of interest, which should after dedue 
tion ot taxation should be sufficiently attractive to the British investor. 
Ti IS subject to Indian taxation, they would not care to invest at all. 
It would be scandalous for the Government of India to issue a prospectii.'- 
lor subscriptions, saying it is going to be free of interest, and then to 
conic and say that it will. not be exempt. 

A. ^I am not saying that once the Government of India have iiromiscd, 
they should break it. 


Q.^ — Can you name any security which was not is.sued subject to tlie 
condition of its being tax-free? 

A. — I cannot say that. M3' point is that Government ought not to issue 
tax-free loans. If the Government of India or the people of India think 
that it is absolutely uecessaiy that a certain amount of loan should bo 
raised in the British market, then it is a different mattei'. 

The President. Q. — ^iMa5' we leave India altogether, for a moment. You 
are no doubt aware that there are British securities free of income-tax. 
The British Government do not charge anything on the dividends and secu- 
rities held b3' their peojile. Is it not logical that Indian sterling loan also 
should be exempted seeing that certain loans' arc exempted even in Eng- 
land? 

A, — ^^ly point is that there should not be any tax-exempt security at 
all. 


{^. — You are no doubt aware that there are a number of British secu- 
rities wliich are issued income-tax-free to residents abroad: the British 
Government do not charge interest on residents in the United States of 
America on the dividends on these securities held by them for exactly 
the same reason that, unless the\' gave exemption, they would have to 
pay the Americans a higher rate of intere,st. 

A. — I do not say that once exemption is given it .should be removed. 


Sir Prrcu Thompson. Q. — How do you account for the fact that tlio 
whole world is borrowing money free of income-tax? 

A. — After the 'War. they have been doing it. Before, each country 
wa.s borrowing without exemption from taxation. 


Q Before the War a good inaii.v countries did do it; Kngland did 

not. But you must remember that then income-tax was a very small anioimt: 
now it is "a very serious matter. 

Haviim regard to the fact that the market is tight in England, 
there is no ncce.ssity for India to go and borrow there. 

Q the point is that a sterling loan is practically not taken up at 

all in India. . . j n 

\ —jl' iv iax-cxempt security is issued, tiio point 's nob tliat tho holders 
r sliniild be abkctl tu pay: bUcU bccaritteb ought not to ho 

Lsued*^ and if there is a nece.s.sity for them, you mmst raise tlicm as lar as 

possible within the country, > ■ < , 

O —Do vou know of iiny rupee loans iluvt aie ivMiod in India, suiijuct to 
the condition that they are free from income-tax.- My imprc-.Mon t. tb- t 
tliov are liable to income-tax. ... 

A.—Dnring the last three or four yearn limy imvo been isumd jntomc- 

tax-free. 


4 % 


Q. — Do j’ou agi'oo that, “wo do not pos&ass ii monopoly or somi-monopoly 
in any of our exports suffieiout to compel the foreigner to beur ii portion 
at least of our export duties?” 

A. — Tf it is true that in Java they are now manufacturing a kind of 
coir for sacks at one-third the cost of sacks manufactured from jute, I 
am afraid that the jute revenue may fall. They are now experimenting with it 
in Java and may succeed. 

Q. — ^You develop the theory that the free and xinfettorcd ingress of 
untaxed precious metals is the necessary eonsequonee of high import duties? 

A. — ^Yes. 

Dr. Under. Q. — daresay the fact is known to you that ever since the 
days of Pliny, Indians have shown a decided preference for precious metals. 

A. — My own calculation was that India has onc-fifth of the population 
of the world ami our consumption was one-fifth of the precious metals 
dug out of the earth. 

Q. — Has this manipulation of the tariff anything to do witli the largo 
hoarding of precious metals? 

A. — No. If a commodity sells dear, a man has an inclination to get 
less; if you tax it high, he won’t purchase it. The imports have thus been 
reduced, and instead of importing goods, they are importing precious metals, 
certainly to a larger extent than they would otherwise do if the price of 
imported goods were less. Wo import precious metals to a larger extent, 
because wo think it is cheaper to import them than foreign goods. 

Sir Pen'!/ Thompson. Q. — Have the imports of precious metals gone up? 

"A, — Last year the import was 60 crores worth and the year before 40 
croros worth, 

Q. — ^^Vhat was it in 1913? 

A. — 1 think it was loss. 

J)r. Under. Q. — The Government of India tux everything that comes 
to India, and therefore the people of India, being economic, get these 
precious metals. To ino extent that gold and silver buries itself undei*- 
ground, prices Avill fall : to the extent that they are not buried, prices will 
rise. If you take this volume of gold and silver which comes to India o\er 
a series of years, it will continually bo raising the price level in India, 
until i)rices rise very much. Then the peoi:)lo of India would say, “There 
is no point in bringing this gold and silver, let us bring in goods.” 

A. — ^I think a time will come when they will think so. AVhon Mr. Datta 
made his report, you will find that the highest price level was reached 
by this country. The price level in other countries was lower. 

Q. — ^But this has nothing to do with our preference for gold and silver, 
O which has been there for thousands of years. 

I should like you to refer to your statement “that the mill-owners who 
are naturally keen business men should consider dividend as their first and 
last objective is not in itself a vice. When the industry is capable of 
expansion, as the history of cotton industry has shoAvn it to be, the growth 
of competition will naturally bring down prices.” I should like you, as an 
economist, to develop this argument. Suppose there is competition, Avhat 
follows next? Prices will come down? 

A.— Yes. 

Q. — ^iVIore money having been invested in the cotton industry, the mill- 
owners will find that the returns which they obtain from their capital are not 
so great; therefore, they will force the Government of India to raise the 
tariff and so raise again the prices. That is the result that will come about. 

A. — Once you impose a protective duty, that will be the result, not 
only on cotton, but on every industry. The import duty upon cotton 
goods must be considerably I’educed. if you bring it down to 5 per cent 
it is not much. 

The President. Q . — I take it you are not an advocate of prohibition. 

A.— No. 

Q- — ^You think there is a great deal of illicit consumption at present 
and there will be still more if you attempted prohibition? 

A.— Yes. 
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Q- — Ton say there lias nob boon 
liconso-s issued H 


nn appreciable redvietion in the number 


A. — There lias been some reduction. 

Q.— 10,000? 


r.iu' mimbor of licenses issued, the j-oduction is 

a little loss. Owing to higli prices, many are nob going to the shops, 

. would leave the cine^tion of the distribution of shops cucirely 

in tlie lianils oi local boards and nniniciiialities? 

A.— Yes. 


Kood many of them have already declared in favour of entire' 
tiiom !* 11 fhat jf you leave the distribution to them they will close 

A. 11 poner is giyen_ to them, they will not close them having regard 
to their intcicats. i rohibitioii as preached from the iilatform is different to 
prohibition in practice. 

Puninjpuc. Q. If a local body recommends tirohibition, it must 
1)0 able to make up for tiio loss of revenue. 

A. — Certaiulj’. 

The Presklcni. Q. — You believe that local bodies would abandon the 
prohibition policy altogether if their revenues were involved? 

A.— Yes. 


Q. — You jiropose to make salt a complete monopoly.^ 

A. — ^Yes. 

Q. — You would adopt large-scale production? 

A.~Yes, 

- Q. — Under “new taxes proposed” you suggest a tax on mari’iages, it 
will bo a sort of registration fee? 

A, — No; I am for as few taxes as possible. 

Dr. Hyder. Q — Are rice and wheat taxed in India? 

A. — There is an export duty. 

Q. — You quote the Duke of Argyle as saying that “salt appears to be 
the only one which at present can occupy the place which is held in our 
ffnaucial system b3" the great articles of consu2uptio22 from which a large 
part of the imperial revenue is derived.” You go on to say that “ salt is 
usually cooked in India with articles of food, every one of which is charged, 
and that heavily.” 

A. — am there referring to the produce from laud. If you agree that 
land revenue is a tax, then everything produced from land is taxed. 

- T/ie Presideiit. Q. — Under ‘'local taxation”, .von say that the 2222pos2t2oi2 
of a profession tax and a house tax is double taxation. 

A. — I refer to land within municipal area, which pays a tax to the 
municipalitj' and also land revenue. 

Q. — They are both of them very low, aren’t they? 

A. — ^That depends uiion the view taken. 

Q. — ^Do you recommend a business tax? 

A. 

Q. ^Yoii say that the assessing officer should be entirely independent 

of the muuicipal committee? 

A.— Yes. 
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23rd May 1925, 

OOTACAMUND. 

Present : ‘ 

Sir Ohaules Toduunteu, k.o.s.t., i.o.a., President, 

Sir Bijay Cuand Mahtau, g.c.i.e., k.o.s.t., i.o.ai.j Maharajadhiraja 
Bahadur of Burdwaii. 

Sir Pekgy Tuoju'Son, ic.u.e., o.b. 

Dr, R. P. Pauanji'YE. 

Dr. L. K. Hydeu, m.e.a. 


Mr. J. P. HAIilj) I.C.S., Collector of Madura, and Mr. B . G. 
HODDSWORTH, I.C-S., Special Settlement Officer, Kistna district, 

■were examined. 


Written memorandum of Mr. Hall, 

General remark . — Throughout tho whole of these answers it is to be 
understood that tho word ‘tax’ is taken to moan ‘a compulsory contribution 
made to Government under stated conditions when the contribution is not a 
quid pro quo for a specific service rendered’. 

Q. 10. — TIio point i-aisod is very controversial, and tho question can 
bo answered differently according to tho view taken as to whether tho 
ordinary assessment on ordinary rj'otwari land is to bo classed primarily 
as a ‘tax’ or as a ‘rent’. Assuming for tho sake of argument that ordinary 
assessment is to be classed as a tax — though personally I incline to the 
view tha’; it should be classed as a rent — it would appear that certain 
items which are included in the ‘land I’ovonue demand’ of tho Madras 
Presidency clearly do not fall within tho definition of a ‘tax’. Tho most 
important of these is the ‘water-rate’ levied for tho use of water supplied 
from a Government source of irrigation to dry land. This is decidedly a 
charge for which a quid pro quo in tho shape of water is given. More- 
over, it is not a compulsory contribution, for tho owner of the dry land 
need not take the water unless ho desires to do so and he can cultivate 
his land without tho aid of tho water. The actual revenue realised from 
the supply of Government water to dry land must be very considerable. 
The actual figure is not available to me for reference. The ordinary land 
revenue demand undoubtedly also includes other items which clearly do not 
fall within the definition of a ‘tax’, o.g. — 

(1) Sale-proceeds of lands sold. 

(2) Revenue from process-service fees. 

(3) Penal water-rate. 

(4) Penalties for irregul.ar occupation of land, 

(5) Costs in suits. 

(6) Sale of trees. 

(7) Cost of demarcation stones. 

(8) Demarcation fees, etc. 

The amount of revenue realised from such items is considerable. Again, 
the actual figure is not available to me for reference. 

Q. 11. — There are a few minor items of the nature of ‘tree-tax’ and 
■‘i^ale-proceeds of trees’ and ‘the usufructs of trees’^ which are credited to 
the demand- under ‘Forests’.' There are a few similar items which aro 
Vll— 63 



impoundte^of cattle’ which are cWed tole‘d?mS.d“S?°PoW 
of eJuivSent beneft Tvliy °proSeS“''' «=“ 

odeq?ate®Srd''S SSh„5%T^T„ 

that the charge levied foi- tlfe Sp,- S ^ by ‘adequate’ is meant 
benefit derived fronf thf watel Purthef proportion to the 

lanos ana nrigatea clry lands ai'e in many cases omied bv non-onltiv-i+i'niT 
proprietors who sub-let them for rents which are often ^any times 'the 

There seems to be little doubt but that some at 
east of the laxge works classed as unproductive works by Government would 
be converted into productive works by increasing thf charge for Sr 
without imposing upon the laud irrigated by the water a charge which tne 
land could not bear wnth the greatest of ease. It is also notorious that in 
many cases ryots ivould willingly pay several times the water-rate nor- 
mally charged by Government if they could secure a regular supply of 
water to lands which are now classed as dry. (The Periyar system of 
irrigation in the ^Madura district will afford illustrations in support of this 
view). Possibly in the case of the older and smaller works of irrigation 
mainly consisting of tanks and small river channels the charge made for 
water whether it formed part of the wet assessment of wet lands or was a 
seiiarate charge for the irrigation of dry lands — was originally adequate. 
But the tendency is for it to heconie less adequate with each resettlement. 
It is difficult to see on what principle the charge for water supplied for 
irrigation is now levied— more particularly in the case of large new works 
of irrigation. The charge for water supplied from these works follows the 
charge for water supplied from old and smaller works in the same district 
and is no measure of the extra benefit derived by the land from the supply 
of water to it and ^s hitherto been no measure of the cost of supplying 
water to lands previously unirrigated. 

Concerning the five plans suggested for levying a charge for water, 

I would make the following remarks: 

I do not understand the principle underlying the plan for charging 
only the bare cost of supplying water. To charge by volume is, I under- 
stand, an exceedingly difficult matter, and in the Madras Presidency is almost 
certainly impracticable. To sell water by auction to the highest bidder 
would create an objectionable class of middlemen, each of whom would pos- 
sess a monopoly for the sale of water from a particular source and would 
be able to sell the water at monopoly prices. The system would, moreover, 
result in gambling on the monsoon with many attendant evils. The second 
and third plans deserve more considei’ation. There seems to be no parti- 
ciilar reason why the same proportion of the combined output of land 
and water as would otherwise have been taken of the_ output of the land 
should be the basis of the charge for water, unless it be that this was 
presumably the principle underlying the charge for water made in the old 
ryotwari assessments in the Madras Presidency. Possibly, the result of 
adopting this system in connection with new _woz-ks of irrigation would in 
some cases be to charge for the water a price which is inadequate rnth 
reference to the cost of supplying the Avater. On the Avhole, the charguig 
of a fair commercial profit seems to be the soundest plan for the collection 
of charees for water. A question will of coui-se at once arise as to what is 
a fair commercial profit. This is a niatter which must mainly depend upon 
the value of the commodity supplied to the user, though it must also 
denend to some extent upon the cost of supplying. Fair commercial profit 
must not be confounded with ‘monopoly profit in this connection. It is 
Sra^^to sound policy for the State to charge ‘monopoly’ rates for the 
of any commodity of which it has the monopoly. The charge lor 
supply ot y J opinion ought not, necessarily to bo the same 

rblnXuJ ihe’ whole aS co^Zaiided'’ by a single irrigation system. I 
throughout the w example. The value of Periyar water to 

Z^ifnldor of irriSle dry land in the Cumbum valley in the Madura district 
the holder or S value of the same water to the cultivator of 

wSleX fandll ail Jd of the Periya.- delta in the same district. 

Iff T not ouite sure that I understand what is meant oy 
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wliicli it can procluco. Ou this ussuniptioii, tlio obvious way to, secure li 
share for the State in the increased value of the land caused by the supply 
of water is to charge a suitable sum for the supply of the water by the 
agency of which the value of the land has been increased. It seems 
reasonable that Government should take a share of this inci’oased value 
of the land, as the increase is the result of the action of Government in 
supplying the water. 

Q. 17. — ^Under section 30 (ii) and (iii) of the Madras Estates 
Land Act, the landholder can secure an enhancement of rent owing to 
the construction of a work of irrigation by himself or to the construction 
of a work of irrigation by Government if ho has been made to pay a portion 
of the cost of the construction of the Government woi’k. 

Q. 33. — The answer to this question would depend tiijon the nature 
of the tax which is to bo abolished, o.g. : 

I do not consider that it would bo proper to replace the ta.x on salt 
by only an increase in the rates of income-tax. If it wore necessary to 
increase the rates of income-tax, such increase should bo graduated so as 
to fall more heavily on the larger incomes. 

Q. 34. — The i)re.scnt scheme of graduation works well enough. I do 
not know what the continental i)ractico is. A scheme of graduation on 
the English system is unsuitable to conditions existing in India. 

Q. 35. — No. 

Q. 36.— No. 

Q. 38. — ^I see no ica.son why tho incomo of an absentee landlord, or 
tho income of a ’money-lender who has become a landowner through the 
foreclosure of a mortgage, should bo exempted from income-tax. 1 consider 
that tho actual earnings of a farmer should not bo liable to income-tax. 'Iho 
land revenue i)artakcs more of tho nature of a ‘rent’ than of tho nature 
of a ‘tax’, and tho burden of it is ou the shoulders of tho farmer. This 
must necessarily bo so. 

Q. 40. — I have yet to learn that the Indian limit of Rs. 2,000 as the 
incomo exempt from income-tax represents tho actual cost of subsistence. 
I had always understood that the e.xemption of small incomes in India from 
income-tax was solely a question of whothor tho cost and inconvenience 
involved in collecting tho tax was worth tho money realised. On this 
understanding the second part of the question docs not arise. 

Q. 41. — ^^Vithiu limits income-tax is undoubtedly a tax on ‘honesty’ in 
India. To some extent this reproach is being removed by the two causes 
indicated, and in the Madriis Presidency the reproach has probably been 
considerably removed. 

Q. 42. — A standard form for trading accounts would bo convenient j but 
i see no prospect of such accounts being properly kept by -the ordinary 
nicome-tax assessee for many years to come. 

Q. 43. — Such publicity methods are unsuitable to Indian conditions. 

Q. 51.— Yes. 

Q. 52.— Yes. 

Q. 53. — The rate of tax at present imposed in India is low — unncc« 3 S- 
sarily low. 

Q. 58. — I see no particular merit in tho pro^josed change. 

Q. 61. — I do not anticipate tho introduction of a policy of total prohibi- 
tion now or in the near future either generally or in pai-ticular areas. Tho 
administrative difficulties involved in the adoption of such a policy are in- 
superable in India. 

Q. 63. — I accept the first and second statements. I do not accept the 
third statement because of the existence in it of the word ‘only’. I accept 
the fourth statement. I accept the fifth statement. I do not understand 
the sixth statement. 

Q. 64. — ^The policy followed in the Madras Presidency at the present 
moment is the policy of which I approve. 

Q. 72.— Yes. 

Q. 73. — ^Yes. The system to which I am referring is the disposal -of 
annual licenses by auction. 
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^u-rad; ltd ““‘ tioii in BO far as 

roason to tluXthat £ I l>»ve no 

sales for licenses for the Aitail venrl the annual auction 

in tl,o nature t a “ononofy vaTue iS1m, “ 

value h«B to bo couaiderTto eo uuMtitrS £ S?°" r r””®* 

H“L““omv 'rLbt -"‘af vJnrt intlSing‘'S“ H 

to the credit^ of the State ^^n VlfA this monopoly value should go 

at the auction sali realised 


Goveminoi’it compulsory contribution made to 

uoveinmont unaei stated conditions when the contribution is not -i 
pro quo for a specific service rendered’. ‘'yaciioumon is not a quid 


By rent’ I understand 'the price paid for the hire 


or lana'. 


Land revenue under the Madras ryotwari system is a ‘rent’, lln 
IS presumably half the ‘economic’ rent. In practice, it bears no 
fixed proportion to economic rent. It varies from a small fraction of such 
economic rent to a hguro which approximates very closely to tlie whole econo- 
mic rent. J his approximation is of course reached only in the case of the 
very worst class of dry lands which have not yet been brought under cultiva- 
tion, and which jicssibly never will be brought under cultivation.' These 
lands iiossibly never would be brought under cultivation even if no land 
revenue at all were to be collected from them. 


It seems to mo that to regard ‘land i even no’ as a ‘tax’ presupposes 
private ^ ownership. The Madras ryotwari system’ precludes any 
idea of the private ownership of laud. It is to be noted that 
section 1 of the Madras Revenue Recovery Act, though it describes 
the ryotwari pattadars as landholders, describes them not as owners of 
land but as holders of land. The State is regarded as the ultimate owner 
and from the State’s tenants who hold the x>attas for ryotwari lands is 
collected rent in the shape of land revenue. The facts that the lease is a 
permanent lease, that the rent levied in the shape of land revenue is 'liable 
only to restricted enhancements or reductions, and that the paUadar has 
full rights to transfer his holding without the permission of the State, 
do not alter the nature of the relationship between the pattadar and 
Government. The fact that in the Madras Revenue Recovery Act the 
State’s tenant is described as a landholder possibly obscures the real nature' 
of the relationship between the State and its tenants, but' cannot alter the 
nature of that relationship. So long as the patta stands in a particular 
man’s name, he is regarded as the State’s tenant for all the lands included 
in the patta — even if he has parted with them — and it is to him that the 
State looks for the payment of its rent, i.e., the land revenue for all the 
land included in the patta. 


Land revenue in the Madras ryotAvari system is not even a couipul- 
soi'y contribution made to Government. It ^ is open to any pattadar to 
relinquish his land and thereby escape liability for the land revenue. Of 
course, a pattadar owning valuable laud paying to Government, in the shape 
of land revenue only a fraction of the economic rent of such land would not 
be so foolish as to surrender liis holding merely to escape the payment of 
land revenue. The fact that the vast majority of ryotwari lands are 
of this description obscures the voluntary nature of the payment of land 
revenue : but that the contribution in the shape of land revenue is not 
compulsory becomes, obvious Avhen rve deal with the ivorst class of lands 
in which land revenue approximates to economic rent. A piece of land is 
sLISmes taken on patta, cultivated for tivo or three years and thp 
relinquished to Government owing to the fact that the poffada?- has dis- 
covered that the profits to be realised from the land are so small that it is 
not Avorth his Avhile to cultivate the land and to pay land revenue to 
GoAfernineut. Accordingly, he relinquishes the land. 

nosition is different Avith reference to lan^ included within the 
definifcion^of an ‘estate’ contained in the Madras Estates Land Act. A 




academic interest only. These landholders themselves colJecfc rent from 
their tenants. Were the State now to step in and levy for itself a percent- 
age of this rent, the levy would obviously be a ‘tax'. The whole laud has 
already been given over to a private owner who hands over the land to his 
tenants as a Quid jjro quo for the rent which they pay to him. The State 
has therefore no quid pro quo to give for such a levy. Under the ryot- 
wan system, on tlxe other hand, the land itself is actually given by the 
State as the quid pro quo for the land. 

I am not in a position to speak about the systems in force in other 
parts of India. 

Q. 97. — ^No. In the Madras Presidency the so-called land tax, being a 
rent which is practically invariably much less than the economic rent, 
cannot materially affect the prosperity of the cultivator. The chief causes 
which influence the prosperity of the actual cultivator are the season, the 
distribution and quantity of the rainfall, the existence or absence of agri- 
cultural pests, and his oxvn industoy and knowledge of agriculture. In. 
addition to the land revenue, the actual cultivator very frequently pays a 
rent either in cash or kind for his holding to the person who holds the 
actual patta for the land from Government. The rent charged by these 
middlemen is frequently far in excess of the land revenue collected _ by 
Government. The existence of such rents levied by middlemen is sufficient 
to shoAv that land revenue in itself does not, and cannot, affect the pros- 
perity of the actual cultivator. Even in the case of the poorer class of lands 
which do not admit of the levy of rent by middlemen, land revenue does 
not, and cannot, affect the prosperity of the* actual cultivator. Did it so 
affect his prosperity, this class of lands would go out of cultivation. 

Q. 98. — ^The criticisms would appear to have been made by a person who 
is entirely ignorant of the actual facts of the Madras land revenue system, 
Whether he has actual practical knowledge of the land revenue systems of 
other provinces I do not know. 

I believe that I am correct in quoting Adam Smith's own statement of 
iris first canon as follows : 

“Taxes should be equal, or proportional to the revenue which each man 
enjoys under the protection of the State, i.e., to his ability to pay; for the 
expense of Government to the individuals of a great nation is like to the 
expense of management to the joint tenants^ of a great estate who are all 
Qhliqed to contribute in proportion to their respective interests in the 
estate”. 

It seems to me that the Madras ryotwari system fulfils the require- 
ments of this canon as closely as it is possible for any. system to fulfil them. 

The second of Adam Smith’s canons runs, I believe, as follows : — 

“The tax which each individual is bound to pay ought to be certaixi 
and not arbitrary. The time of payment, the manner of paying, the amount 
to be paid ought all to be plain and clear to the contributor and evei’y 
other person”. 

Again, the Madras ryotwari system fulfils closely the requirements 
of Adam Smith’s canon. The time of payment is fixed. The manner of 
paying is fixed. The amount to be paid is fixed — at any rate for 30 years 
and the fact that it is liable to revision on definite known principles after 
30 years is well known, ‘Certain’ is not the same thing as ‘unalterable’. 
Time, manner and amount are all plain and clear to the contributor and 
to every other person. Even in respect of such miscellaneous items of land 
revenue as water-rate, jaslijasti, etc., the Madras ryot is not faced 
by any element of uncertainty. The rates at which he is going to be 
charged are perfectly well known to him and the amount of land to rvhich 
he is going to _ procure the application of these rates is a matter within 
his own discretion. 

The third of Adanr Smith’s canons, I believe, ruirs as follows: — ’ 

“Every tax ought to be levied at the time and in the manner in 
which it is most likely to be convenient, for the contributor to pay it”. ■ ' 

This canon is strictly observed by the Madras ryotwari system.' 
Particular care is taken to see that the time at which land revenue' has 
to be paid is that most convenient to the actual cultivator. I do not know 
the s.upposed facts upon which the charge of tyranny and extortion are 



by mone^^Sv^Mid thS E”'araounTto“b?paid^Lcf revenue 

ff, Madras i^otw^ri^^s^tm SSps ‘^fayT^’itsdf o*pen'to°T?ti- 
cism, but the cnticiOTi is ill-founded. It ignores actual facts. The charges 

including the cost of village establishments 
.mount to about .^6 per cent of the collections of .land revenue and cess- 

^nltr^Hn perform multifarious duties in addition to tlm 

Tn iQM 9 ( ^'-mongst other things they collect excise revenue. 

In 1923-24 the incidence per head of population for the Madras Presidency 
° excise was respectively Ks. 1-10-2 and Rs. 1-3-9 It 

will thus be seen that owing to the factor of the collection of excise 
levenue alone, the apparent cost of collecting land revenue falls from about 
2b per cent to something more in the neighbourhood of 16 or 17 per cent. 
Allowances have stih to be made for the pez'formance of numerous other 
duties by the establishment the cost of which is commonly (by ill-informed 
ci’itics) described as the cost of collecting land revenue. 


Q. 99. The inequality is not serious owing to the fact that the increase 
in assessment at resettlements represents only a fraction of the percentage 
increase in prices which took place during the currency of the previous 
settlements. Inequality of this kind is unavoidable in practice. 

Q. 100. — ^I have yet to learn that the income of Rs. 2,000 a year is con- 
sidered to be the ‘subsistence level’ in India. The exemption of incomes below 
Rs. 2,000 a year from income-tax was given for reasons of practical adminis- 
tration and not with any idea that this figure of Rs. 2,000 represented 
the ‘subsistence level’. This being so, the second part of the question does 
not arise. In any case, an agriculturist’s income is not taxed. What is 
levied from agriculturists is a rent on their laud. 


Q. — 101. — I know of no way to check fractionisation of holdings. _ A 
tax on mutations would certainly not check fractionisation, though it might 
prevent the registration of the fractions. From this point of view, the 
imposition of such a tax is to be deprecated. 

Q. 102. — If this question suggests that waste land likely to be affected 
by a new irrigation scheme should not be allowed to be assigned by Govern- 
ment, my answer is in the affirmative. Once the waste land has actually 
become affected by the irrigation scheme, I see no reason why it should 
not be assigned. Government can secui-e its share in the increased value 
of the land by making a proper charge for the water and by selling the 
occupancy right in the land by auction. 


Q. 103. — If by ‘uniform plan’ is meant ‘uniform rates’, then the adop- 
tion of such a uniform plan is impracticable owing to the different condi- 
tions existing in ' different municipalities. If by ‘uniform plan’ is nieant 
a ‘uniform method of calculating the rates’, then such uniform plan is at 
present followed in the Madras Presidency. I certainly would not advocate 
the abandonment of this field of taxation to local authorities. The calcula- 
tion of ground rents is a highly technical and difficult subject which is 
entirely unsuitable for final handling by amateur hands. 

Q 104 The ordinary method of comparing the incidence of taxation is 

to divide the yield of the various taxes by the total population of the pro- 
vince under examination. The result of course is entirely meaningless; for 
no particular tax— other than taxes such as the salt tax is— is paid hj 
everrmember of the population of the province. To answer this question 
of mcidencrproperly, it is necessary to know what is meant by ‘incidence’ 
If by ‘incidence’ is meant the average amount ivliich each 
Imirl revenue actually pays, then none of the five methods indicated will 
^ vpmih-ed^rLult If by ‘incidence’ is meant the average pres- 

sure of the land revenue upon the land itself, then the second metho 
indicated will give the most satisfactory result. 


n' ina —Of octroi I have no personal experience. It is difficult to see 
by Slai ta '“0 “■ 

“■“T m-fcotider that tbe.-e is e.esy i„stifica«o„ for the genoral 
objStiSifejtut L the resuR of investigations preliminary to an actual 
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attempt to abolish them iu the Madura district, 1 have ccrae decidedly to 
the conclusion that they cannot at present be replaced by any other form 
of tax and that they realise a tax Avhich is properly placed upon the 
users of the roads for whose benefit the roads are maintained. I am not 
prepared to lay down any minimum limit of distance between one toll gate^ 
and another under the circumstances at in-esent existing iu the Madras 
Presidency. Were all toll gates under one central control, it might be 
possible to introduce a minimum limit of distance; but in view of the facts 
that municipalities control their own toll gates, and District Boards control 
their own toll gates, and that it is practically impossible for them to arrive 
at any mutual agreement for the division of the proceeds of toll gates on 
the boundaries of the jurisdictions of these bodies, these bodies must be left 
the right to institute toll gates where they consider that it is just for them 
to do so. 

Q. 112. — The owirer of any commodity subject to rent is able to shift 
the bulk of the burden of any tax levied upon the commodity on to his 
tenant, provided that the rent which he is extracting from his tenant' is 
less by the amount of tax than the economic rent of the commodity. In 
my opinion, house and land tax and land cess should be levied primarily 
from the owner of property. 

Q. 114. — ^In Madura Municipality houses whose annual rental value is 
Ils. 18 or less are exempted from house tax, provided that the owner does 
not pay either income-tax or profession tax. 

In Dindigul Municipality properties whose annual rental value does 
not exceed Bs. 12 have been exem 2 >ted from property tax. 

In Pei-iyakulam and Kodaikanal Municipalities no exemptions from pro- 
perty tax have been given. 

Q. 115. — ^In the Madras Presidency within municipal limits ground rent 
is leviable on sites assigned under the town site rules, which apply to all 
municipalities and to unions which have a population of not less than 
5,0p0 inhabitants residing in houses more or less contiguous, and which 
have a distinctly urban character. Ground rent is not levied on old house- 
sites which have been long under private occupation. Nor is it levied 
on patia lands assessed to ordinary ryotwari assessments, even though 
such lands may have been built upon. Where ground rent is levied it is 
calculated at 4 per cent of the freehold value of the land. In practice a 
Scale of standard rates if followed and if the ground rent calculated is 
intermediate between two of the standard rates, the lower rate is adopted, 
and the difference between the ground rent actually calculated and the rate 
adopted is realised by recapitalising this difference at the rate of 4 per 
cent and collecting it as a purchase price for the land. 

Such is the present policy conceiming the levy of ground rent in the 
Aladras Presidency. I gather, however, that the Committee's question 
relates rather to the taxation of the undeveloped value of land already owned 
by private persons — whether absolutely owned as in the case of the old house- 
sites already referred to above, or whether occupied on patta as in the ease 
of the other class of lands ah-eady referred to as exempt from ground 
rent. Theoretically, of course, the undeveloped value of such lands is a fit 
subject for taxation, but in view of the fact that the attempt bo tax such 
undeveloped value in England was a complete failure, I view with no 
enthusiasm the attempt to levy such a tax in the much more difficult condi- 
tions of India. 

Q. 118. — Generally speaking, no. 

Q. 163. — Generally speaking, yes, 

Q. 164.— No. 

Q. 165. — The answer to this question would depend upon the nature of 
the conirol exercised the State in each particular case. 

Q. 167.— Yes. . 

Q. 168. — ^The existing land revenue staff is not excessive for its present 
duties. 

Q. 171.— Yes. 
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Written memorandum of Mr. Holdsurortli. 

^ Q. 96. ^Tlie differentia of a tax as opposed to a rent are— 

(1) that it !s a compulsory contribution to Government, 

(3) that it involves Government in no specific quid pro ’guo, and 

baruainin- far contribution is not fixed by competition 

the ioverSini body ^ ^ considerations as seem good 


or 

to 


A rent on the other baud is — 

property, payment to the owner or legal disposer of a given 

the prop^er4^^'^^'^^' ^ specific return in the form of rights to enjoyment in 

(3) The rates ai-e fixed on the basis of the actual value of enjoyment 
property to the renter as influenced by what are Known in economics 
as the factors of supply and demand. 


The land tax of the Madras Presidency judged by these standards is in 
theory a rent, but lu practice a tax. luasmueli as it represents the com- 
inutou valuo ot rho Governuieiit^s sharo in the produce and involves the 
theory of the ultimate ownership of the soil by Government, it is a rent 
paid to Government in return for the right of enjoying certain land. In 
practice, however, the sense of private property in land is growing at the 
expense of the theory of Government ownership. It is doubtful whether 
the modern ryot looks upon himself as the tenant of Government. He 
would probably regard tlie sale of land for arrears, of laud revenue, not as 
a lapse of tenancy owing to breach of contract but as a distraint on a 
defaulter’s property, and the _ reversion of relinquished land to Government 
as on a par with the principle governing the disposal of treasure trove 
and analogous to escheat. 


The above question is open to much discussion, but it must be admitted 
that the right of a pattadar under Government is much wider than that 
of the pure tenant. The ryote tenant of the Estates Land Act is not a 
real tenant but a special kind of pattadar. To find the real tenant in 
India we must go to the lessee. He pays as rent either a fixed amotmt 
or a proportion of the crop. The Governineut assessment represents a 
proportion of the crop but it seems to differ from rent as we find it in that 
the rates are iioc fixed by contract or bargaining. Further they are not 
based on the value of the actual crop grown hut on the estimated outturn 
of each field *in terms of some staple food grain. Considerations of com- 
petitive value which affect sale prices and lease rates are not considered! 
The scrutiny of such figures in a Madras settlement or resettlement , is 
made to check the accuracy of the estimates already made on the basis of 
general outturns or a general rise in prices. In those parts of India where 
assessments are based on actual rentals the assessment approximates more 
to a rent than in ifadras. The practice in recent resettlements of raising 
the assessment by a percentage much less than the percentage rise in the 
money value of the staple food grains has obscured the underlying theory 
that the land tax represents a share of the produce, and the recent order 
I'lniting enhancements to ISf per cent seems to abandon it altogetbeis 
and to "involve tbe recognition of assessment as a tax tbat must be imposed 
subject to tbe general considerations that govern all taxation. 

In anv case, the Madras land tax is not a competitive rent. Settle- 
ment figures show that on an .average it is about one-seventh ot the lettmg 
value of the land. 

Q 97_yfv exnerieuce is confined to the rich districts of Tanjore anil 
Histna. It is a general criticism of our existing rates of ass^sment that 
the richer lands are not as heavily burdened .as the poorer. In as far as 
this criticism is justified it vitiates observations rounded on a consideration 
of incidence in fertile deltas. 

H the land tax seriously affected the prosperi^ of jhe cidtivatmg 
owner, we should expect to find the inamdar much better on . and aie t alue 
of inarn lands much higher than that or oyan lands. This, bowetcr, 
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nob apparent. If the assessment were a serious factor we should expect a 
fall in laud values succeeding a resettlement. I do not know whether this 
aspect of the case has ever been carefully studied, hut in Tanjore the 
bale value of land prior to the fixing of resettlement rates was compared 
with the value of lands for two years after the Government order sanction- 
ing the enhanced rates had been published. No marked fall was obvious. 

Prosperity depends largely on the adjustment of income to expendi- 
ture. It is not merely a matter of size of income. Such adjustment 
depends in its turn on uniformity of income and expenditure, year by year. 
This is the cultivator’s difficulty. His income depends ^ to a greater or 
less degree on the seasons. Wliere, as in the deltas, vicissitudes of season 
are minimised, ho can count on a fairly regular outturn varying within 
narrow limits. His cultivation expenses are on the whole uniform, the 
only fluctuating item being the possible heavy replacement of cattle if 
disease breaks out. His assessment is for long periods constant. He can, 
as a rule, count on a regular sui’plus. If prices are steady, he can 
reckon on a constant money equivalent. His family expenses depend 
on the number of its members. This is an item that is likely to 
increase. He is also liable to heavy expenditure on marriages which 
seriously affect his financial position. As a rule, ho puts his sur])lus, 
if any, into land, usually borrowing the balance of the purchase money. 
For small surpluses for which ho has no immediate use, he finds a ready 
borrower at 12 iier cent in some neighbouring ryot who has a marriage 
to celebrate or a new field to buy. My experience in settlement wor.k 
suggests that the indebtedness of the ryot is usuallj' due to one of three 
causes — 

(1) An attempt to maintain too many people on too small an area. 

(2) E.xtravagance in celebrating marriages. 

(3) An unduly optimistic extension of his property on borrowed money. 

The last two causes are instances of a failure to adjust income to 
expenditure and have nothing to^ do with the size of the income. The first 
cause is often the result of continued partition of the family property. A 
man in these circumstances can always take land on lease, and there is 
many a man who rescues himself and his family from such poverty by his 
industry on the lands of others. 

In my enquiries I have very rarely heard the burden of the revenue 
advanced as a cause of economic difficulty. On tho other hand, the ryots 
of tail-end villages have admitted that, given a regular water-supply, they 
did not care about the pitch of the assessment. 

Lease values represent pure profit to the owner. Assessment is about 
one-sixth to one-seventh of these. The return reaped by the actual culti- 
vating owner is greater than this, and I have found that on the basis of 
estimates voluntarily furnished by the ryots the assessment is about one- 
ninth to one-tenth of his outturn as commuted at the lowest selling price. 
As a rule, the assessment forms about one-eighth of his total yearly 
expenditure. 

The above remarks relate to the cultivating owner. The question 
refers to the cultivator. The landless cultivator is not affected by assess- 
ment. It influences neither the rate for casual or regular labour nor the 
terms of leases. 

Q. 98. — (1) In theory, the Madras assessment is on the land and does not 
take into consideration the crop grown or the circumstances of the culti- 
vator. To that extent it ignores the ‘ability of the subject to pay’ whether 
higher or lower rates. In practice, however, resettlement rates are fixed 
only after a careful survey of the economic condition of the district affected 
and of its material progress during the preceding settlement period. The 
results of this examination are reflected in the proportion of the theoreti- 
cally justifiable enhancement of existing rates which is actually imposed. 
While the ‘ability to pay’ of the individual ryot is not examined, the 
ability to pay of the ryot population in general is thoroughly considered. 

(2) To _ the extent that assessments are liable to revisinn every 30 
years there is the element of uncertainty about the land tax in Madras. 
There are, however, vei-y few taxes that are fixed in perpetuity. Income- 
tax rates are revised whenever it is considered necessary. There is much 
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academic interest only. These landholders themselves collect reiit> from 
their tenants. Were the State now to step in and levy for itself a percent- 
age of this rent, the levy would obviously be a 'tax'. The whole land has 
already been given over to a private owner who hands over the land to his 
tenants as a Quid jjro quo for the rent which they pay to him. The State 
has therefore no quid pro quo to give for such a levy. Under the ryot- 
wan system, on the other hand, the land itself is actually given by the 
State as the quid pro quo for the land. 

I am not in a position to speak about the systems in force in other 
parts of India. 

Q. 97. — ^No. In the Madras Presidency the so-called land tax, being a 
rent which is practically invariably much less than the economic rent, 
cannot materially affect the prosperity of the cultivator. The chief causes 
which influence the prosperity of the actual cultivator are the season, the 
distribution and quantity of the rainfall, the existence or absence of agri- 
cultural pests, and his o^vn industoy and knowledge of agriculture. In. 
addition to the land revenue, the actual cultivator very frequently pays a 
rent either in cash or kind for his holding to the person who holds the 
actual patta for the land from Government. The rent charged by these 
middlemen is frequently far in excess of the land revenue collected _ by 
Government. The existence of such rents levied by middlemen is sufficient 
to shoAv that land revenue in itself does not, and cannot, affect the pros- 
perity of the actual cultivator. Even in the case of the poorer class of lands 
which do not admit of the levy of rent by middlemen, land revenue does 
not, and cannot, affect the prosperity of tho actual cultivator. Did it so 
affect his prosperity, this class of lands would go out of cultivation. 

Q. 98. — ^The criticisms would appear to have been made by a person who 
is • entirely ignorant of the actual facts of the Madras land revenue system. 
Whether he has actual practical knowledge of the land revenue systems of 
other provinces I do not know. 

I believe that I am correct in quoting Adam Smith's own statement of 
iiis first canon as follows : 

“Taxes should be equal, or proportional to the revenue which each man 
enjoys under the protection of the State, i.e., to his ability to pay; for tho 
expense of Government to the individuals of a great nation is like to the 
expense of management to the joint tenants^ of a great estate who are all 
obliged to contribute in proportion to their respective interests in the' 
estate”. 

It seems to nre that the Madras ryotwari system fulfils the require- 
ments of this canon as closely as it is possible for any. system to fulfil them. 

The second of Adam Smith’s canons runs, I believe, as follows: — 

“The tax which each individual is bound to pay ought to be certain 
and not arbitrary. The time of payment, the manner of paying, the amount 
to be paid ought all to be plain and clear to the contributor and evei’y 
other person”. 

Again, the Madras ryotwari system fulfils closely the requirements 
of Adam Smith’s canon. The time of payment is fixed. The manner of 
paying is fixed. The amount to be paid is fixed — at any rate for 30 years 
and the fact that it is liable to revision on definite known principles after 
30 years is well known, 'Certain’ is not the same thing as ‘unalterable’. 
Time, manner and amount are all plain and clear to the contributor and 
to every other person. Even in respect of such miscellaneous items of land 
revenue as watez-rate, faslijasti, etc., the Madras ryot is not faced 
by any element of uncertainty. The rates at which he is going to be 
charged are perfectly well known to him and the amount of land to Avhich 
he is going to procure the application of these rates is a matter within 
his own discretion. 

The third of Adanz Smith’s canons, I believe, i-uizs as follows: — ’ 

“Every tax ought to be levied at the time and in the manner in 
which it is most likely to be convenient- for the contributor to pay it”. ■ ' 

This canon is strictly observed by the Madras ryotwari system.' 
Particular care is taken to see that the tifiie at which land- revenue' has 
to be paid is that most convenient to the actual cultivator. I do not know 
the s.upposed facts upon which the charge of tyranny and extortion are 
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iV^ leyenue and excise ivas respectively Ks. 1-10-2 and Rs. 1-3-9. It 
will thus be seen that owing to the factor of the collection of excise 
revenue alone, the apparent cost of collecting land revenue falls from about 
2b per cent to something more in the neighbourhood of 16 or 17 per- cent. 
Allowances have still to be made for the performance of numerous other 
1 ^^^^blishnient the cost of which is coninionly (by ill-informed 
critics) described as the cost of collecting land revenue. 

Q. 99. The inequality' is not serious owing to the fact that the increase 
in assessment at resettlements represents only a fraction of the percentage 
increase in prices which took place during the currency of the previous 
settlements. Inequality of this kind is unavoidable in practice. 

Q. 100. — ^I have yet to learn that the income of Rs. 2,000 a year is con- 
sidered to be the ‘subsistence level’ in India. The exemption of incomes below 
Rs. 2,000 a year from income-tax was given for reasons of practical adminis- 
tration and not with any idea that this figure of Rs. 2,000 represented 
the ‘subsistence level’. This being so, the second part of the question does 
not arise. In any case, an agriculturist’s income is not taxed. What is 
levied from agriculturists is a rent on their laud. 

Q. — 101. — I know of no way to check fractionisation of holdings. A 
tax on mutations would certainly not check fractionisation, though it might 
prevent the registration of the fractions. From this point of view, the 
imposition of such a tax is to be deprecated. 

Q. 102. — If this question suggests that waste land likely to be affected 
by a new irrigation scheme should not be allowed to be assigned by Govern- 
ment, my answer is in the affirmative. Once the waste land has actually 
become affected by the irrigation scheme, I see no reason ivhy it should 
not be assigned. Government can secure its share in the increased value 
of the land by making a proper charge for the water and by selling the 
occupancy right in the land by auction. 

Q. 103. — If by ‘uniform plan’ is meant ‘uniform rates’, then the adop- 
tion of such a uniform plan is impracticable owing to the different condi- 
tions existing in' different municipalities. If by ‘uniform plan’ is meant 
a ‘uniform method of calculating the rates’, then such uniform plan is at 
present followed in the Madras Presidency. I certainly would not advocate 
the abandonment of this field of taxation to local authorities. _ The calcula- 
tion of ground rents is a highly technical and difficult subject which is 
entirely unsuitable for final handling by amateur hands. 

O 104 — The ordinary method of comparing the incidence of taxation is 
to divide fiie yield of the various taxes by the total population of the pro- 
vince under examination. The result of course is entirely meaningless; for 
no particular tax— other than taxes such as the salt tax is— is paid by 
every member of the population of the province. To answer this question 
of incidence properly, it is necessary to know what is meant by incidence. 

If by ‘incidence’ is meant the average amount which each person 
land revenue actually pays, then none of the five methods indicated nill 
nroduce the required result. If by ‘incidence is meant tbe average 
sure of the laud revenue upon the land itself, then the second method 
indicated will giye the most satisfactory result. 

Q. 106.— Yes. . . . X 

Q 108 —Of octroi I have no personal experience. It is difficult to see 
by what tax or taxes either house and land tax or land cess could be 

adequately justification, for the general 

. Q' • .1 Madras Presidency. I admit that they are 

oblectiWbTe;lut as the resuR of investigations preliminary to an actual 
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attempt to abolish them iu the Madura district, 1 have ccrae decidedly to 
the conclusion that they cannot at present be replaced by any other form 
of tax and that they realise a tax which is properly placed upon the 
users of the roads for whose benefit the roads are maintained. I am not 
prepared to lay down any minimum limit of distance between one toll gate^ 
and another under the circumstances at present existing iu the Madras 
Presidency. Were all toll gates under one central control, it might be 
possible to introduce a minimum limit of distance; but in view of the facts 
that municipalities control their own toll gates, and District Boards control 
their own toll gates, and that it is practically impossible for them to arrive 
at any mutual agreement for the division of the proceeds of toll gates on 
the boundaries of the jurisdictions of these bodies, these bodies must be left 
the right to institute toll gates where they consider that it is just for them 
to do so. 

Q. 112. — The owirer of any commodity subject to rent is able to shift 
the bulk of the burden of any tax levied upon the commodity on to his 
tenant, provided that the rent which he is extracting from his tenant' is 
less by the amount of tax than the economic rent of the commodity. In 
my opinion, house and land tax and land cess should be levied primarily 
from the owner of property. 

Q. 114. — ^In Madura Municipality houses whose annual rental value is 
Ils. 18 or less are exempted from house tax, provided that the owner does 
not pay either income-tax or profession tax. 

In Dindigul Municipality properties whose annual rental value does 
not exceed Bs. 12 have been exempted from property tax. 

In Pei'iyakulam and Kodaikanal Municipalities no exemptions from pro- 
perty tax have been given. 

Q. 115. — ^In the Madras Presidency within municipal limits ground rent 
is leviable on sites assigned under the town site rules, which apply to all 
municipalities and to unions which have a population of not less than 
5,000 inhabitants residing in houses more or less contiguous, and which 
have a distinctly urban character. Ground rent is not levied on old house- 
sites which have been long under private occupation. Nor is it levied 
on patia lands assessed to ordinary ryotwari assessments, even though 
such lands may have been built upon. Where ground rent is levied it is 
calculated at 4 per cent of the freehold value of the land. In practice a 
Scale of standard rates if followed and if the ground rent calculated is 
intermediate between two of the standard rates, the lower rate is adopted, 
and the difference between the ground rent actually calculated and the rate 
adopted is realised by recapitalising this difference at the rate of 4 per 
cent and collecting it as a jiurchase price for the land. 

Such is the present policy conceiming the levy of ground rent in the 
Aladras Presidency. I gather, however, that the Committee’s question 
relates rather to the taxation of the undeveloped value of land already owned 
by private persons — whether absolutely owned as in the case of the old house- 
sites already referred to above, or whether occupied on patta as in the ease 
of the other class of lands ah-eady referred to as exempt from ground 
rent. Theoretically, of course, the undeveloped value of such lands is a fit 
subject for taxation, but in view of the fact that the attempt to tax such 
undeveloped value in England was a complete failure, I view with no 
enthusiasm the attempt to levy such a tax in the much more difficult condi- 
tions of India. 

Q. 118. — Generally speaking, no. 

Q. 163. — Generally speaking, yes, 

Q. 164.— No. 

Q. 165. — The answer to this question would depend upon the nature of 
the conirol exercised bj*^ the State in each particular case. 

Q. 167.— Yes. . 

Q. 168. — ^The existing land revenue staff is not excessive for its present 
duties. 

Q. 171.— Yes. 
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Q. 96. ^Tlie differentia of a tax as opposed to a rent are— 

(1) that it !s a compulsory contribution to Government, 

(3) that it involves Government in no specific quid pro ’quo, and 
(S) that the rate of contribution is not fixed by competition 


barcainiii^ is not nxed by competition 

the governing body. ^ ^ considerations as seem good 


or 

to 


A rent on the other hand is — 

properS'^ payment to the omier or legal disposer of a given 

the ^ specific retui-n in the form of rights to enjoyment in 

(3) The rates ai-e fixed on the basis of the actual value of enjoyment 
property to the renter as influenced by irhat are Known in economics 
as the factors of supply and demand. 


The land tax of the Madras Presidency judged by these standards is in 
tiieory a rent-, but in practice a tax. Inasmuch as it represents the com- 
muted value ot the Government’s share in the produce and involves the 
theory of the ultimate ownership of the soil by Government, it is a rent 
paid to Government in return for the right of enjoying certain land. In 
pnictiee, however, the sense of private property in land is growing at the 
expense of the theorj* of Government ownership. It is doubtful ^whether 
the modern ryot looks upon himself as the teu.iiit of Government. He 
would probably regard tlie sale of land for arrears, of laud revenue, not as 
a lapse of tenancy owing to breach of contract but as a distraint on a 
defaulter’s property, and the reversion of relinquished land to Government 
as on a par with the principle governing the disposal of treasure trove 
aud analogous to escheat. 


The above question is open to much discussion, but it must be admitted 
that the right of a pattadar under Government is much wider than that 
of the pure teuaut. The ryote tenant of the Estates Laud Act is not a 
real tenant but a special kind of pattadar. To find the real tenant in 
India we must go to the lessee. He pays as rent either a fixed amotmt 
or a proportion of the crop. The Governineut assessment represents a 
proportion of the crop but it seems to differ from rent as we find it in that 
the rates are iioc fixed by contract or bargaining. Further they are not 
based on the value of the actual crop grown hut on the estimated outturn 
of each field *in terms of some staple food grain. Considerations of com- 
petitive value which affect sale prices and lease rates are not considered! 
The scrutiny of such figures iu a Madras settlement or resettlement , is 
made to ch«ik the accuracy of the estimates already made on the basis of 
general outturns or a general rise in prices. In those parts of India where 
assessments are based on actual rentals the assessment approximates more 
to a rent than in Ikfadras. The practice in recent resettlements of raising 
the assessment by a percentage much less than the percentage rise iu the 
money value of the staple food grains has obscured the underlying theory 
that the land tax represents a share of the produce, and the recent order 
I'miting enhancements to 1S5 per cent seems to abandon it altogetbei^ 
and to "involve the recognition of assessment as a tax that must be imposed 
subject to the general considerations that govern all taxation. 

In anv case, the Madras land tax is not a competitive rent Settle- 
ment figures show that on an average it is about one-seveutb ot the lettmg 
value of the land. 

Q 97_yj;v exnerieuce is confined to the rich districts of Tanjore anil 
Kistna. it is a general criticism oi oar existing rates of assessment that 
the richer lands are not as heavily burdened as the poorer. In mr as 
this criticism is justified it vitiates observations rounded on a consideratioa 
of incidence in fertile deltas. 

H the land tax seriously affected the prosperity of ih& cidtivatmg 
owner, we should expect to find the inamdar much better off . and tlie value 
of inam lands much higher than that or ayan lands. This, however, is 
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nob apparent. If the assessnicut were a serious factor we should expect a 
fall in laud values succeeding a resettlement. I do not know whether this 
aspect of the case lias ever been carefully studied, hut in Tanjore the 
bale value of land prior to the fixing of resettlement rates was compared 
with the value of lands for two years after the Government order sanction- 
ing the enhanced rates had been published. No marked fall was obvious. 

Prosperity depends largely on the adjustment of income to expendi- 
ture. It is not merely a matter of size of income. Such adjustment 

depends in its turn on uniformity of income and expenditure, year by year. 
This is the cultivator’s difficulty. His income depends to a greater or 
less degree on the seasons. Wliere, as in the deltas, vicissitudes of season 
are minimised, ho can count on a fairly regular outturn varying within 
narrow limits. His cultivation expenses are on the whole uniform, the 
only fluctuating item being the possible heavy replacement of cattle if 
disease breaks out. His assessment is for long periods constant. He can, 
as a rule, count on a regular sui-plus. If prices are steady, he can 
reckon on a constant money equivalent. His family expenses depend 

on the number of its members. This is an item that is likely to 
increase. He is also liable to heavy expenditure on marriages which 

seriously affect his financial position. As a rule, ho puts his sur])lus, 

if any, into land, usually boiTowing the balance of the purchase money. 
For small surpluses for which he has no immediate use, he finds a ready 
borrower at 12 per cent in some neighbouring ryot who has a marriage 
to celebrate or a new field to buy. My experience in settlement wor.k 
suggests that the indebtedness of the ryot is usuallj' due to one of three 
causes — 

(1) An attempt to maintain too many people on too small an area. 

(2) E.xtravagance in celebrating marriages. 

(3) An unduly optimistic extension of his property on borrowed money. 

The last two causes are instances of a failure to adjust income to 
expenditure and have nothing to^ do with the size of the income. The first 
cause is often the result of continued partition of the family pi-operty. A 
man in these circumstances can always take land on lease, and there is 
many a man who rescues himself and his family from such poverty by his 
industry on the lands of others. 

In my enquiries I have very rarely heard the burden of the revenue 
advanced as a cause of economic difficulty. On the other hand, the ryots 
of tail-end villages have admitted that, given a regular water-supply, they 
did not care about the pitch of the assessment. 

Lease values represent pure profit to the owner. Assessment is about 
one-sixth to one-seventh of those. The return reaped by the actual culti- 
vating owner is greater than this, and I have found that on the basis of 
estimates voluntarily furnished by the ryots the assessment is about one- 
ninth to one-tenth of his outturn as commuted at the lowest selling price. 
As a rule, the assessment forms about one-eighth of his total yearly 
expenditure. 

The above remarks relate to the cultivating owner. The question 
refers to the cultivator. The landless cultivator is not affected by assess- 
ment. It influences neither the rate for casual or regular labour nor the 
terms of leases. 

Q. 98. — (1) In theory, the Madras assessment is on the land and does not 
take into consideration the crop grown or the circumstances of the culti- 
vator. To that extent it ignores the ‘ability of the subject to pay’ whether 
higher or lower rates. In practice, however, resettlement rates are fixed 
only after a careful survey of the economic condition of the district affected 
and of its material progress during the preceding settlement period. The 
results of this examination ai’e reflected in the proportion of the theoreti- 
cally justifiable enhancement of existing rates which is actually imposed. 
While the ‘ability to pay’ of the individual ryot is not examined, the 
ability to pay of the ryot population in general is thoroughly considered. 

(2) To the extent that assessments are liable to revision every 30 
years there is the element of uncertainty about the land tax in Madras. 
There are, however, vei-y few taxes that are fixed in perpetuity. Income- 
tax rates are revised whenever it is considered necessary. There is much 
VII— 64 
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to the revenue ui^e^meni, and the natural tcudcucy ut :jct;!en:ciit 

to be guided by the rates apiirovcd bj' Governniein in the districts reiOi-L.oa 

imiuediateli' before their own. 

Q. 100. — Bs. 2,000 is well above the sub-'istvine .'cve! in Madras. 
It r5>rcseuts Rs. 16G a month, a rate of pay that unly tv.o .-ubordiu.ite 
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Q, What is it in the case of permauentiy-settied areas F 

I am not prepared to give a definite opinion about tliat. _ My 

expeiuence of permanently-settled areas is limited to the zaniindaiis in 
Madras. In their case in a sense, it is a rent ■ but might be argued reason- 
ably that it is more in the nature of a tax. 


Sir Tercy Thompson . — I thought it was the other way round. 

The Maharajadhiraja Bahadur of Burdxcan. Q. — What the ryot i)ays to 
Government in a ryotwari or temporarily settled area is undoubtedly 
more in the nature of a rent than a tax, but you say that in a perma- 
nently-settled area, what the zamiudar pays to Government is more of the 
nature of a tax than a rent. 

A. — 1 think it might be argued so. 


Sir Percy Thompson. Q . — I put it to yon this way: hi a ryotwari area 
it is more in the nature of a rent: in a zainindari area, where it is 
fixed, it is more in tlie nature of a ‘rent charge’ which does not vary with 
reference to the annual value of the laud. You know the system of feuiug 
in Scotland, where you let land on permanent tenure. The reason yon 
call it a rent charge is that it does not tend to approach a rack-rent, but it 
is a fixed encumbrance on the land. 

A. — I didn’t say it was my own view. For all practical purposes, it is 
immaterial whether we regard it as a tax or a rent. 

Q. — In a pez-manently-settled area, a man may liave let a piece of land 
for Rs. 200: the fixed land revenue for it is Rs. 30. »Can he argue that he 
pays a tax of 15 per cent on his income by way of land revenue? 

A. — ^Personally, I would not accept this argument. 


Q . — But if you treat it as a tax with all the implications of a tax, he 
would be in a position to say that. 

A. — ^Yes. My point really was that we treat a ryotumri tenant as our 
tenant, we revise his rent and we give him remission. As regards the 
permanently-assessed zamindar, he pays his land revenue and we have no 
further concern with him." 


Q. — ^You cannot tuim your tenant out? 

A. — ^You can’t except under certain specified circumstances. If he 
does not pay his rent, you can turn him out. In the case of the poorest 
classes of land, it frequently happens that he is turned out. I have dealt 
with the matter in detail in my answer to Q. 96. 


Dr. Syder. Q.— What is the Periyar system of irrigation in the Madura 
district? 

A.— -The water is drawn from an artificial lake which has been created 

by putting a dam across a river flowing to the West Coast. The lake is 

actually in the territory of the Travancore State, but we have a lease for 

(I think) 999 years. We have made a tunnel through the hill on the 

Madura side and have let the water down through this tunnel into a rivei* 
which naturally drains towards Madura. We take the water down the 
bed of this river for many miles to a regulator dam which has been built 
across the river at the head works of the Periyar main canal. We have 
drawn off into the canal all the water which we put into the river from 
.the lake. From that canal we irrigate about 130,000 acres of wet land 
Immediately after it leaves the tunnel, the water flows through a natural 
upland valley which gets the wash from the hills around at and is good 
laud. This particular valley was not included in the ayacui proposed for 
this imgation system,- and most of it is not irrigated by it, though practi- 
cally the whole valley could probably be commanded by the system if 
sufficient water could be spared to irrigate this area. The system was 
originally _ intended as a famine protection work to protect an entirely 
different part of the Madura district. As a matter of fact, now a con- 
siderable amount of irrigation from the Periyar system takes place in the 
alloy^ and can be allowed, as protection from famine lias been mren to 
what known as the delta of the system when the protection was required 
and where over a lakh of acres is irrigated by the system. i«quireu 




Q._P«ple coming uodov It tilo 

roofc«osa^ =•“" '■'■™ 

“ ‘Si l'‘Tr‘ 


I was prepared to rocoin- 

iieiid a rate of Rs. 25 tJ®’-_^»nend*^Rs.^ 

The President. Q.-Then your areas ai-e not homogeneous. 

» T 1 +iiinl- the whole of the Kistna and Godavari deltas can bo 

cosiai^c ;\m H». - >- ‘■'CsSs.'-fct.gLis;': 

area for which one rate would apply. _ _ 

Dr. Eyder. Q.— Would you treat irrigation schemes as one indivisjblo 

whole as regards the charge? 

A.— Each system should be taken on its own merits and chargeil 
ing to the circumstances, e.g., the nature of the land, what bonolit tho 
water is going to bring to it and so on. 

0 ^Then the practical consequences that would follow would bo that 

there ’will be different rates in the Madras Presidency for dilferont ai-eas. 
Tlius tlioro would bo soiuo avocis iu wliicli tuo Stuto will reuUy loso, i no 
economic conditions practically are such that the people cannot afford to 
pay the hare return on the construction of tho project. 

A. — have not come across that kind of case. 

The President. Q.— There are cases where water is put on tho land 
and they do not use it. 

A.—There may be; but I have not come across them. 

Dr. Eyder. Q. — ^The Government is bound to construct protective work.s ; 
it is the duty of the Government, 

A,— If they are constructed purely and simply as famiuo protective 
works, the whole question of taxation disappears altogether. I rule out 
of consideration those works which are purely famine works as you aro 
bound to lose on siibh works in the beginning, but ultimately you may 
gain. 

The President. Q.— With regard to Q. 16 you mentioned just now a 
certain area in which you would levy a rate of Rs. 25; but it is rather 
difficult to get the cultivators to assent to a really big water-rate. 

' I have not found that. Some years ago there was a question iu tho 
Palghat taluk in Malabar of putting up dams and making small irrigation 
works and of giving the ryot an assured supply of water to raise his 
crops, ihe cost of construction of these works was such that wo did not 

water-rates which were then current they 
Mould yield a return. But these ryots, to ray own knowledge were 
willing to pay twice that approved water-rate and ivere actually paying 
such an increased rate to the owners of private irrigation ivorks I ^ S 

retaSnfom E-‘tod.‘™ 

A. — ^Yes. 

laiid^vou^kn'^ti’^ addition to their getting a considerable profit from tlie 
"" ««i^siderable amount of increased capital value? 

to "'‘‘“T P^P^roa 

tlieiii to consent to pay a imraml rate scheme pay, you may get 

a betterment tax foi- I tevin of years ' "" 

thak'"' ^ ^ ordinary man will be willing to pay 

ainch i^a pajIncafSicIfiy “ ““‘“ion fee 

ass.'™' I kPO,v 
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n.eii?in Um ™ pl&falulf ^ Bivins a large inore- 

A.— Yes. 

therefore, it is entitled to take part of it? 

, A.— Yes. My own preference is to take it in the shape of water-rate. 

capifaT dopS^po'J.-lKaS™^^^^^ ‘h ?i JT5e“ht“ V 

experience goes, the ryots are nerfeetiv wfl? 

lay a“ iJigh latef rM^ 

Q.-~With regard to income-tax, why do yon say that the sclieniA of 


A. — ^Yes. _I think it is too complicated. 

Q- ^Suiely, it is simplei'j yon have one rate in place of a number of 

l*Qit6S« 

A. I was thinking of the system of allowances for children and wives. 

Q.— -But I was referring to a system of having a uniform rate and 
exempting the first slice of the income and then charging the rest of it at 
one rate. 

A. — That is simple enougli. I was thinking of the other thing. That 
would be very difficult to deal with in India. 


Q. — ^Wfth regard to Q. 38 you say that the actual earnings of the 
farmer should not be liable to income-tax? 

A. — ^Yes. 

Q. — ^Why do you differentiate between a farmer and a rent-receiver? 

A. — There is the old idea of the pledge that the person who actually 
paid land revenue would not 'be liable to the income-tax. 

Q. — ^Do you mean the pledge at the time of the permanent settlement? 

A. — I do not know the details. I only know that there is some such 
idea that the actual farmer’s income is not to be taxed. 


Q. — do not know there has been such an idea. I have never heard 
it argued. 

A. — ^The landholder certainly argues it.,. But I do not remember the 
actual details of it. I do not know the origin, but the idea is corLaiiily 
current. It is this way perhaps. It has come to be regarded — I do not say 
rightly regarded — ^that the person who actually pays the land revenue is not 
to be assessed to income-tax, because he pays the land revenue. 

Q, — Granting it to be true, let us suppose that it prevails so far as 
the zainindai’ is concerned. But the zamindar has a tenant who cultivates 
and pays a I’ent to him ; what the tenant pays is not land revenue at all. 

— I should have said the h-yotwari farmer’. 

O— Suppose you had a tax on agricultural incomes, what is your view 
as to the difficulty of collection? Would it be a big business? 

,4^, Yes; it would increase the machinery enormously. 


Q. — Wliy? 

^Yhe number of assessees would be so great. 

The President. Q. — ^The number of lyots in Madura 
revenue of Rs. 250 Avould be quite a small number, I flunk. Would t 

a hundred? 

A —You could not levy income-tax on the patta. _ 

Q._Why should R be any more difficult to discover agricultmnl 
income than trading income? 

„..e 



Q — In. tlia cose of trading income, you have to base your assessment on 
any information tliat you may getP 

A. — Not nowadays. 

Q.— Leaving out of account tlio amount of incomo, to di-scovor whot ior 
the man was making an assessable incomo, you luivo no to follon up, 

but with regard to the ryot, you have got the list o£ jiatiadais. 

A.— The land revenue shown in the 2 )afhi is no indication of the incomo, 
and the name shown .in the /wttn is no indication of the earner of Ibe 


Q. ^But still you have not got to go from houso to house. You have only 

to ask tho l:arna»i for the list of men who have pottos. 

A — But the amount in tho patta is no guido at all. A iHitta may bo 
for Bs. 25 and tho income may bo Hs. 50 or Us. 250. Also a man pro-mbly 
has half a dozen patios. 

Q. — You can know that .a man with a certain is within certain 

limits. 

A.— Think of the work of comparing the poflottors of ono villago with 
tho potto Joi's of other villages. A man may have lands in dilftnent \illag''.s. 
In the case of a trader, this does not arise. He has got a dofmito number 
of branches. 


Q __Yon have a certain amount of clue in the caso of an agriculturist. 

A. — ^You may have a certain amount of clue; hut if you are to tlo tho 
work scientifically, you cannot proceed on the basis of the jioUu. 

Q. — I am as.suining that you are going to tlo it no more scientifically 
than you do with the trader. 

A.— The special staff which we have now Iniows most of tho trading 
conditions, and they have not to look very fjir. 


Q. — Wo wore told yesterday that ono of Uio largO'>l companies in tho 
Presidency escaped taxation last year. 

A. — ^It is perfectly true there may ho an isolated caso. But E have not 
seen ono in tho last ton years. 


Q. — You might adopt the English system of asse.'jsing him with rofor- 
once to his rent or land revenue; you giro him tho option of paying on an 
assumed income which is a function of his rent or of showing his accounts. 

A.— You tax him according to tho land rovouuo? 

Q.— In England you assume that his income i.“ equal to tho rent. 

A. — How can you get his incomo from the patta? 

^Land xevonue bears a different proportion to the incomo in nearly 
■ every case . " 

A.— Yes. 


Q. — Although it is 

A. — The fraction 
to field. 


presumed to be a dofuuto fraction of the income? 
ill practice varies from patta to patta or from field 


not S°pU HierS’' *“>e8nl>lo to incorao-taK. -WouW ho 

would, as regards that village. 

com^tax!^^^^ people who are chargeable to in- 

villagel"^'^^^ holdings are scattered through perhaps twenty or thirty 
Q.— Each village headman knows that, 
ia tort'rf “ “ “''Stantial man 

cent totoUiJSL? 'jjl ttafthSl”T- 

tone, tl^intea 
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Or you might ask them what laud reveiuie they iiav aud you cau put au 
assumed income on that. In this way. it would' he fairly easy to work. It 
■vonid not take a long rime to fi-ud the names of those likely assessees. 

A. — ^By doing so. you may obtain a fairly good list of a certain aumber 
of people who are liable to pay income-tax. . Bui there would be a large 
number of xjeopie who are liable to pay. but who do not appear in your list. 
A man who has a small holding here aud a small holding there cauuot come 
into that list. 

t'- 

Q. — ^But would not the village headman know that? 

A. — Xo. The man is possibly a vakil or a resident of another village. 

Q. — The mere fact that he is a vakil shows that- he is a substantial man. 

A. — ^The harnaiti does nut always know that. Sometimes he dees, and 
sometimes he does not. We have a considerable amount of dimeuity in 
realising our land revenue from al)seutee poftadars. especially where ibeir 
holdings are scattered. Of course, it is quite easy to pi-oduce a list of a 
certain number of agricultural men who would he liable to income-tax j but 
whetiier that would cover all the people liable to the tax. I do not know 
though 1 am almost certain that it would not. 

Sir Pt’n*]/ T/io.-iipso/i. Q. — ^Suppose you have got this list and you 
send out the tax forms; what is going to he the attitude of the cultivating 
agriculturist with regard to this form? Does he really know his income? 
Does he not consume quite a good deal of his produce? 

A. — ^The cultivating assessee would _^have the greatest diiSeuity in tilling 
up the form. 

Q. — Quite apart from the people who have got incomes of Bs. fl.OCO ami 
above from land, there will be people — and we are told they are a 
large number in India — who hold small interests in laud. If a man has 
otherwise au income of E.'. d.OOO. that will have to he included. We 
were told yesterday that it would be easy if there was a sort of liaison 
between the income-tax office aud the Collector's office. 

A. — I think dial is rather a sketchy aud airy way of apiiroaching the 
matter. 

The Presideni. Q. — ^With regai-d to salt, is the ordiuary villager aware 
of the fact that the duty is levied on the weight? The sale is by the measure 
and therefore, the more measures there are. the more the profit of the dealer. 

A. — He is not aware of the fact. 

Q. — ^So that if a light salt is substituted for a heavy salt he gets so 
much less, aud pays more. 

A. — It doesn’t woriy him. the salt tax is negligible in villages. 

Q. — Couldn't you add the capitalized value of land revenue to that of 
the land? 

A. — ^lu making use of the capital value., are we to assume that tenant’s 
improvements are going to be taxed in future? 

Q. — ^Do you tax that at present? 

A. — ^We =:ay that tenant's improvements are not to be taxed: if you 
adopt a system' of capital value our tenant's iinpxovemeats wid be included 
in it.. 

Q. — ^You settle your land at a certain I'ate per ihamni. whether they 
are tenants' improvements or nor. aud you have one rate for all? 

A. — In that case, capital value may be dinerent. 

Q. But your capital valuation for piu'poses of taxation would apply 

to all the lands in die same floJiKiiu You would not attempt to ascertain 
the' value of each particular holding, but you would have one r.iie for a. 
liouiogeuGous 

^ Yqxi would liave to base tliar on ilie record oi actual transactions. 

wluch includes the value of tenants' improvement,--. Yon get the same 
difficulty in assessing ground rent. 

Q But that diffieultv arhes in connection with your kind at present. 

You have to make yonr allowances in settlement at present, n-ing the ^atr-o 
data. 

— -But then the record of trammetious might not exist. 



Q,. — You IiJive u great maii 5 ' sale traiisaotious. 

— Even then, the unimijrovecl A^aliie is different. 

— You have heaps of transactions in regard to ordinary wet and dry 

lauds. 

— j[ii very nian 3 ' wet lands there are tenants’ improvements. 

Q. — ^You won’t discount old improvements? 

A. — I think we do. 

— jf a piece of high land wa.s levelled down to make it irrigable? 

Mr. Eoldsworfh. A.— We won’t call that an improvement; we do not 
charge extra for a well. 

Dr. Eyder. Q. — As regards the in-oposal to take 1 x^er cent or 2 per 
cent of the capital value of laud, don’t you think this proposal has these 
advantages? You would have your land mapped out in tlie districts of the 
Presidency and yotr would have a uniform rate for the entire agricultural 
land ol the Presidency. You cannot say that in respect ol the present land 
revenue. The proposal would have the merit of intelligibility. 

A.-fTlie capital value of land to the ordinary buyer and seller of land is 
its capital value with improvements, Avhereas the capital value on which you 
are going to levy a tax is something entirelj' different. Your tax will bear 
no regular fixed relationship to the capital value as understood by the 
owner of land. 


Dr. Paranjpyc. Q. — Could you not discount for the improvements in 
this manner? Saj', for instance, a man .spends Bs. 500 on his land. You 
may deduct from the total capital value Rs. 500 for the improvement in the 
first year, Rs. 490 in the second year and so on, imtil the value of the 
improvement is coinpletelj"' wiped out in fifty years. 

A. — ^Practical difficulties must occur in working out such a system. It 
would be impossible to have any s&ti.sfactoi’y basis. 

Q. — All improvements which a tenant can claim at the moment when 
you start this system can be supposed to have been included. 

A. — ^Tlie practical difficulties involved are very large. No two persona 
agree as to the value of anj’- imijrovemeni. 

Q. — ^Yet, these things are taken account of in settlements? 

A. — Settlement is a very rough thing. 


Q. — ^Aud the rates are unequal? 

Mr. Uoldsivorih. A. — i am not sure that in practice they are so un- 
equal. I was regarding it as between districts. In unsettled districts 
theiuselves, you certainly get very unequal rates, but that is due to the 
fact that Government haven’t the jjowers to take actual^ half the net xdj’o- 
duce of the land as laud revenue, and the more valuable the classes of land 
for which you take a reduced proiportiou, the greater the divergence from 
economic rent. If Government had been consistent and had stuck to half 
the net value, the iuequalitj' would not occur. , 


Dr. Eyder. Q. — In view^of the fact that Government does not stick to 
one uniform principle, don’t jmu think that, all things considered, it would 
conduce to uniformity, at any rate intelligibility, if Government took only 
1 per cent or 2^ per cent of the cai)ital value — leave alone the difficulties of 
measuring the capital valt;e? 


do not think that the fact that Government agree to a restricted 
proportion of the increase, or the fact that in the past they have not taken 
half the net^ assets, ^ would justify a change. To put forward a new sys- 
tem ol taxation entire^' as a better system on its own merits is a different 
matter. Personally I am rather doubtful about the capital value, more 
particuhu-ly with reference to the district of ilalabar which I know veia 

difficulties there was, in land acquisition cases\ 
o anno at the capital value oi JamL It was almost impossible to get 
aiij' court to accept’ our valuations. - ^ ^ 

Q.— Are there no transfers of rights or interests in land in Malabar? 

A. — ^'I’liero aro any nuinlier of them. 



Q- — ^How do tliey get at the capital value or such rights? 

^ — They include tenants’ iiuprorements. Tliere are practically no 
transactions of land in a non-iniproved condition. 

Q. — ^Is that capital value? 

A. — ^Yes. as the tenant understands it. of the propo-fu, not of the land. 

Q. — ^The question is as to hotv you value the tenants’ improvements. 

A. — YTheu one considers it theoretically, it does not seem verv difficult, 
but practically it is exceedingly difficult. ‘ Had it not been difficult to do 
that, I do not think you would have had the present agitation about Malabar 
tenancy. These difficulties in the valuation of laud tis distinguished from 
the property comprising land and improvements, have been brought parti- 
citlarly to my notice in Malabar. I spent nine years in the district. As 
most of the land is improved, it is very difficult to separate the value of 
land from tlte value of the property. 

Dr. Paranjpi/e. Q. — ^Don’t you think that the improvement could bo 
wiped out in fifty years? 

A. — ^That is an arbitrary method or doing it. I don’t know if your 
tenant, will accept it. I quite see the principle: in fact there is no doubt 
that we h.ave to use it ourselves in valuing land. 

Q . — It you like, some improvements could be wiped out in 100 yeai-s aud 
some others iii 50? 

A. — M*e actually have to make use of such principles in attempting to 
arrive at the value of laud. 

Sir Percy Ihouipson. Q. — ^You don’t take particular exception to tolls? 

A. — object to them very strongly. 

Q. — You say that there is every justification for the general maiuteuauco 
of tolls. 

A. — Because there i» no other means for collecting a charge for iho 
u-'O of roads. I am speaking from my own investigations with reference 
to a propce-al to abolish tolls, wliicli had my strongest support. 

Q. — ^IVould it not bo possible to charge a license duty on motor cam? 

A. — It would be very easy, but the toll bar would still exist. It is on the 
existence of the toll bar that everything else depends, you would still 
Imve to Use it. 

Q. — Xot if you gave the drivel's of motor cats some -'-ort of mark shoi.iug 
that they have taken a license. 

A. — I very prominently display my own e.xcmption pass, but still I h.tvo 
to pull my car up at every toll gate. 

Q. — If this system were geuerally in force, you would not have to. 

A. — ^^Viih the preseui chass of persons who control tho toll gates, jou 
cerlaiuly would h-ave to. It comes to this: that the rural districts of the 
^latlras Presidency are not sufficiently advanced for the introduction of 
the .-'Vstem. To get rid of the nuisance for motorists would be ea^v enough. 
We can license them to go through all tolls. 

Q. — Thu difficulty is that agricultural carts iieter go through tho 

A. — They do: these carts are very often exempted from p.iymcnt. 

Q. — If tho motorists could ;idoi)t somo system by which autoniat'calJy 
they could get through tho toll, you would have done a great de.a!. 

A. — I am one of the bitterv'st critics of the toll: a difficulty exists alien 
lou try to find a suhstiiiUe for tolls. 

Q. — But YOU uouhl h.ive got rid of half the diliicnity if you .luopttd a 
system with reg.ird to motor c.irs, 

A. — Yes; as a matter of fact, in some districts, most motorists take out 
a ills it'C and coiupound the lee. hut it has not .M*t b-.-en nanU' compul-ory 
for iiil nujtorists to compound toll.'. 

Q. — Could >ou make it compulsory? 

— Wc I'ouid e-isily do it. It Mould o-dy ! .'i of .ivcnvging 

t'Ui .uv! hxi'.’.t r.i'.e-; k p.ic- motor, ’..'ould -liu. '-.ico iv.-u! 1 h- hut theu* 
Mould ’e .1 (ii-iirc; goner,-.] .'I'iv.nit » ;c. 
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Q. — Do you hapiion to know Tulicoriu? 

A. — No. 

Q, In Tmicoriu up to IDO-^, (irouiul n'liL on Cioveninu'iil laiuia was 

hOttled in a variutv of wu.vn. In 191-’ ^'.louiul rent n-a-, rauKini: Horn -1 annau 
up to well over Rs. 100 an aero. Simo lOi'.S, tlie i'rouiul rent lias 
iiccu approximately equivalent to a raek-ront on tlio land and tlua wan sold 
by auction. In lOlll, when the resettlement came alou}'. the rates were 
cidiauced, not up to their real value, hut up to rate-* vaiyiii;; from Hs. L’o 
to Rs. 37i. At that time it wa. decided to do nulhijt;' with record to lands 
which wore not then subject to (jcround rent, but to leave them free. Out yon 
toll me what the justilieatiou for that decision wasi' 

A.— No. 

Q. — Don’t you think very larue revenue could he i^ot from .aicli l.imi 
whicli is simply running to waste;-' 

A. — I do. (.'ertaiidy there exists a case for interfeienc<'. Vou may have 
two .spots side by side, one of \ihicli was as..ij;iud tueiity yeai.s .ago ami the 
other last year. One may he paying no ground lent at all, uhile the other 
may be paying at the rale of Its. o,')!). Von c.uinoi say what the rale per aero 
is. 

T/((! Z'rr.oMcat. 1 ). — How «lo \ou dt'al with the dilhcnlty;'' Would \ou 
impo.se a tax on capital valuo? ^ 

— You mean the uctu.-d v.ilue to-d.iy as iiou.^e-site 

Q. — Or even developed value, or even with the liouso. 

A. — No. 

iS'tr i'c/T.v Thoinpsou. Q — It you put a tax on capital value, wouh! yon 
not be hitting those lands paying .-i full rack-rent just as much as lands paying 
four anniLs'f 

A. — ^'rho capital valuo would approximately ho tho same. You would 
have to got rid of tho existing state of things and substitute .i new t.«.\ 
altogether which would equally apply to old as well .is new a.sdgmneat.T. 

Q. — It is a que-stioa of ordinary land heiug let on ground rent at ifs 
full value. 

A. — It is a full economic rout in thb ca.so. 

Q.— Tho man gets it .subject to a rent of R.s. 200: lie paid it-. ;;,Cy.> 
at auction and will .say that it i.s worth Rs. 7,(i00. 

A. — In .such a case it is not likely that he wouhl he ’ 

ground rent. As fur a.s i) 0 s,sible, wo exact the full ground r-l ; ' 

a rate which en.siife.s that tho purelia.so price must he very . 

Q. — ^Tako a case where ho 'pay.s tho full price; Gov., i t 
that lie paid too much or too little. But suppo .'0 tl’...-rc t. 

tho neighbourhood which wu.s let thirty year.s ago :.jr i v y , . - 

A. — Those two site.s should pay the same tax. 

Q. — ^Is that fair? 

A. — Certainly: from the point of view of , • 

the existing ground rent. 

Q. — You would let every body olf that • 

A. — Otherwise, you would tax the sai:,..- ;• , ... 

principles. ' ‘ ' - - - . , 

Q. — GovenimcuE ten years ago let iLU .ui.: ..e 
nearly the full rent and [ paid a fe-.r re:,.-'..” - i ' * 

in my lease under which 1 shall 

revision every 30 yeai's. Ten set:/ ' . ' ’ - ' - . • ' 

gone up considerably in value. *W^’- ' t -J 
before the end of 30 years.® 

A. — I see that you are vziz>'j.Zi~ , „ - . . . 

imposed in addition to ground’ * -T" ^ 

Q. — How can you impose a -•- v -i - 

d annas and Rs, 200? I c"--- ■ ' - - 

pledge. * ' ' V ; 
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A. — Iho pr:ictical dilhciilty is this; u piece of laud ;vas assigned thirty 
years ago aud occupied as house-site by A witliout any charge being levied 
on it. Five years later, he sold it to B. Ten years later, he sold it to C 
who sold it to D, E and Gf. The last man paid for that land practically 
the same amount of money that the new assignee ‘X’ would i>ay for it 
to-day. However G still pays iio ground rout where X~instead of pay- 
ing something like the price paid liy G would ]iay aii insignificant pur- 
chase price and the difference between this insignificant price and the 
price paid by G would be converted into the fixed recurring annual charge 
which Government now calls “ground rent”. , 

Q. — I admit that difficulty; do you see any other? 

A. — There may be; speaking off-hand, I don’t see any. 

The President. Q.-— Suppose you levy an entirely new tax, couldn’t vou 
limit it to the existing ground rent until the expiry of the existing settle- 
ment? Two pieces of land paying 4 annas and Es. 200 are identical 
in value. You levy a tax at so much per cent of the capital value. 

A.— That amounts to Es. 1-4-0 in the first case and Es. 201 in the other. 

Q. — You wipe out both, but you would not impose the extra rupee 
in 'the case of the ground rent man until the expiry of the present lease, 
when it is liable to revision? 

A. — It is possible to do that : the real trouble about ground rent is 
this ; We ®are treating that piece of land which is going to be newly 
assigned as our property which we are going to sell. If we sell it out- 
right it will be a simple matter; but instead of selling it outright we are 
going to convert the amount we expect to realise into a regular aiiiiiial 
charge of ground rent. It is a iiractice which I jiorsonallj' have never been 
able to unclerstand. This ground rent practice iirodiices some extraordinary 
inequalities. 

The President (to il/r. Uoldsworth). Q. — You were Settlement Officer of 
the Tanjore rev.'sional settlement? 

A. — ^Yes, for some time. Now, 1 am doing the Kistna settlement, 

Q. — Mr. Holdsworth, will you tell us how you arrive at the classification 
of soil, etc. You say that land revenue varies from a small fraction of the 
economic rent to a figure which may approach the economic rent. That 
is a very severe criticism upon the settlement. 

A. — True, we cannot help it, because we are confined to certain food 
grains. Well when we classify land, rve classify according to its i-ousti- 
tuents, and, as far as possible, we judge according to the materials at our 
disposal. We judge it as well as we can. Various sorts of lands arc 
arranged and grouped together, ijlaciug in the same class those with tlie 
same outturn of the standard food grain. We take the food grains that 
are the chief produce in a village : in the delta it is paddy, in upland 
villages usually cholam. AVe ascertain the proportion under the total 
acreage in each group. Commutation prices are worked out on the price 
of the selected grain. From the commutation prices we work out a table of 
figures of the selected grain and the assessment in the original settle- 
ment is supposed to be approximate to half the net produce. AVe have to 
take into consideration in calculating also the cultivation expenses which 
vary according to each soil. 

Having got the net profits in that way, half of that is approximately 
taken as land revenue. But if the man did not cultivate cliolain but cotton, 
as in Coimbatore, which may be a staple crop, it is possible in a district, 
where the economic rent of land depends of coui’ae upon the croii that it 
actually jn-oduces in the general cour.se of events, that the land assessment 
would probably be a very small proportion of the cotton economic rent, 
but might approximate more to the economic rent in the case of cholam. 

Q. — So the theory breaks down? 

A. — In iiarticular instances it is bound to break down. 

8ir Percy Thompson. Q. — May I ask one question on the assumption that 
it does not 'break down at all? Supposing no cotton is grown and only 
cholam and paddy are grown. Supposing having classified the land and 
having got the real net assets, you come to write ypur report, you Uiul in 
one village it necessitates a land revenue asse.ssment, .50 per cent in excess 
of the last settlement, what happens next? Could you tell u.s what did 
exactly happen in Tanjore? 
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A— Government knocked off 5’- lakhs of rupees out of the total in- 
crease. I am speaking now of things what hajjpened ovev thirty years ago. 
There has been no original settlement since then. 

Q —Assuming that you have got your 50 per cent increase exactly 
ill proportion of the economic rent, when the Government said cut it down 
by so much percentage, but don’t cut down ecjually, if it was in proiiorlion 
to the economic rent before it must have to be ceased so. 

^ —Quite so. Thirty years ago the Settlement Officer did classify the 
land for the first time. Previously the thing had been done on a compli- 
cated system. It is very difficult to explain. Then he classified the land for 
the first time, they fixed the rates and the total excess came to something 
like 20 lakhs. Government said it was too much and it was reduced by 
5 lakhs. They left the discretion to the Settlement Officer. The Settle- 
ment Officer thought that some parts were perhaps being treated too 
harshly, and he reduced the cla.ssificatlon of certain irrigation sources. 
Some of the sources which had been put _ as first class he thought might 
be put down as second. Dealing with irrigation sources and dealing with 
villages according to their relation to otlier villages and communications, 
etc., in this way, he carried out the orders. The 5 lakhs of rupees were 
not knocked off .arbitrarily. 

The President. Q. — ^\Vhen the thirty years expired? 

A. — ^There was another resettlement. 

Q. — Then it was found that a good many classifications were not sound? 

A. — No, Sir. The classification was sound. But Mr. Jackson thought 
there were still some villages .^which were on the border lino between second 
and third classes which were harshly dealt with. He therefore revised it 
with reference to the state of affairs in general. Tn soine of those parts 
the villages were liable to be heavily flooded. He did not revise the 
classification generally. 

Q. — ^His revision would have resulted in an increase of how many 

lakhs? 

A. — 25 per cent was the increase on the first and ISJ per cent on tlie 
lower tharams. 

Q. — ^What was the Government order? 

A . — His revision ivas to increase the assessment by 25 lakhs. Govern- 
ment maintained it until they introduced tho principle that the increase 
should not exceed 18 J per cent wdiere it is based on prices. They 

made it retrospective so that in Tanjore people got the benefit, -with tho 
result that in the* first six tharams it was from 25 to 18-2 per cent and 
in. the lower tharams it remained the same. There ivas no real mathe- 
matical justification for not raising all the tharams equallj\ It was simply 

a matter of feeling, that tho owners of poorer land were not doing so well. 

As far as the figures go, there is no reason why all tho tharams should 
not bear exactly the same increase. 

■Q. — ^In other words, it was wrong only to increase by 132 por cent, and 
you ought to increase it by 25 per cent? 

A. — Yes. 


Q. — ^It wms sound as between the lauds in tivo different localities? 
A.— Yes. 


Q.— If you say Avhat was increased to 182 per cent ought to have been 
increased to 26 per cent, was it not the fact, when you reduced the things 
which you did not put at 25 per cent but at 182 per cent, you established 
an inecpiality between the two sets of land? 

A.— Yes. 


Q. — In the net result have you any idea as to the relation the land 
revenue would bear to the neb a.s.sets or the rental value? 

. 'I general average,- before it ivas increased it was about one- 

sixth; alter it was increased to 182 per ceut it will be about one-fifth. 

Q- — In other districts that j'ou know 'of? 

Kistua it is slightly better. Land revenue, the existing land 
revenue, represents as’ far as I can gather in ordinary paddy land one- 
seventh of the lease value that an absentee landlord can get for his land 
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Dr, raranjpye Q. — He can get seven times the land revenue? 

Q- — ^Yes, I think the cultivator, the man who cultivates his own land 
will be able to make ten times the land revenue. It is certain that on 
increase of 18J per cent will bo justified. 

Q.— You will bo prcp.ircd to ra'se it by more than I 83 per cent? 

A.— Yes. 

Q. — ^That will not bring it to the Tanjore level? 

A. — ^The rates are the same as in Tanjore. I should say that the 
burden of assessment is less in the Kistna and Godavari deltas than in 
Tanjore. 

The President. Q. — What is the use of resettling it at all then? Why 
not simply increase by 18:} per cent everywhere? 

A. — ^There is no reason at all really. 

Sir Percy Thompson. Q. — ^IVh.v should then Government spend such largo 
sums of money on settlements? Why not increase by 18} per cent straight 
away ? 

A. — ^Thero are other reasons for it. When wo do^a settlement wo 
also overhaul the whole system of administration. An oijportunity is taken 
to sot right the revenue accounts. The .settlement process proper is quito 
cheap. 

Q. — Granting that, the settlement reports I have read aro generally 
very complicated and contain a lot of technicalities. Why should you not 
make a paragraph run as follows: “Land revenue boro is ono-soventh of the 
economic rent ; therefore in a resettlement which takes half tho not ns.scts 
the enhancement would bo somewhere about 150 per cent, but ^^■o aro pre- 
cluded from enhancing it by more than 18} per cent, theroforo wo have in- 
creased tho existing assessment by 18} per cent” ? 

A. — The whole of tho rc-sottlemont depends upon how much tho price or 
grain has gone up — the commutation price as wo call it. 

Q. — You need not go to the district at all for that. You can find it 
from tho gazettes. 

A. — The first thing is to .show your figures for grain. You have got 
120 per cent ouluincemcnt in commutation prices. 

Q. — Then it is mi.sleading. 

\. — It may be mi.sleading, but wc have got to do that. 

The President. Q. — Supposing you bavo had a clean .slate; a very 
o.xpericnced Settlement Oificor like Diwan Ilahadur V. K. Ramanujachuri 
.sugge.sts that the .settlement .should a.scertain the capital value of the land. 
He sugge.'it.s that the legi.slature .should imposo a rate from time to tiiuo 
on the capital value of the laud. Would it bo as ea.sy to arrive at that 
as it is to carry out the present proce.ss? 

A. — With regard to tho capital value of land or rental value of land, tho 
neglect or industry of the owner makes a tremendous amount of difforenco. 
Only the other day I was talking to a hnrnnin in a village a.sking bow 
much land ho bad.* Only three years ago, ho bought 1 acres for Iks. l.-KJi) 
which is very choa]). It had boon neglected by an absentee Urahmiu. , After 
tbreo years ho .sold I acre and 2.} cents for the whole amount be paid for 
tiio tlireo acres of land originally. 

Q. — ^You don’t make any allowanco for those factors in tho present 
settlement? 

— Because we go on ihe con.siiiutonts of tho .soil. 

g.—Could you not ascertain the unimproved capital value fairly 

accuruloly ? 

— V(>ry roughly, 'riiete i> a gre:it ditference in c.tpital value according 
to what the laud groa-.; e.g., .sugar-c:ine. I’or.smudly 1 think capital v.ihm 
would be fairer it you gel the approximate capital value. If wo give 
anyiliiug like a re.isonable approximation to the cai»ital value, wo 
lotild not cert. (inly get it accur.ately for *<veiy jielrl. Now.kI.ivw 
there i. one point. In the old day;,, theoretically, to .some extent practi- 
e.dlv, l.uul revenue did nquaMeut half net assets, aiul one bad to be caioful. 
Now.td.is. little iiietjualitie, do not tn itter. 
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Q— Diwan Bahadur V. K. Bamanujachan suggests that in the case of 
Tanjore 1 per cent on the capital value would practically represent your 
resettlement land revenue. 

A. — do not think so. Sometimes it would be only half the present 
rate. In Kistna I think it would represent about half per cent. 

Sh' Percy Thompson. Q.— Suppose you fix 1 per cent on the capital 
value of the land, that brings in, roughly speaking, the same amount of 
land revenue as you are getting to-day. If you take the capital value which 
is, say, 100, you may take its annual value roughly speaking at 6 per centj 
it may be 5 or 6, but take it roughly to be 6 per cent. Would that be 
correct ? 

A. — ^Rs. 80 on land worth Rs. 1,500 an acre; that is a rate prevalent in 
the Kistna and Godavari deltas. 

Q. — Now you get your not assets as, roughly speaking, equal to the 
annual value. You say at the resettlement the annual value is going up . 
enormously, but wo will only take 18;j per cent. Does not the capital valua- 
tion arrangement give j'ou exactly the same difficultj'? It would mean 
that if you take up a fixed proportion of the capital value you would 
still be up against the difficultj^ of taking a 150 imr cent enhancement. 

should not score from that point of view by taking the 

capital value. 

Mr. Hall. A . — A ryot would not prefer a tax on capital value. If 
you maintain the 18^ per cent limitation, a ryot wouhl certainly prefer 
the present system. 

The President. Q. — Do you propose to continue the inequalities between 
the districts in perpetuity? 

Mr. Hall. A. — ^It seems to me that this 183 pei* cent is going to 
destroy the whole system upon which the land revenue system is founded. 

(Sir Percy Thompson. — It is the same evil. They will not enhance 
the land revenue. 

The President. Q. — T do not think the same objection would, apply 
because at present nobodj' knows what proportion land revenue bears to the 
net assets. By capital valuation you get a system that works towards 
equality? 

A. — I do noD think it is a very defective system. I mean the ]n’e.sent 

one. 

Q. — ^Do you think that capital valuation is practicable? That is 
really a point I should like to have cleared \tp by a Settlement Ofiicer 
and a Collector. 

A_. — ^As a Settlement Officer si^eaking for the advanced districts 
of Kistna and Tanjore where registered sale deeds are common, it is 
practicable, but with regard to the backward districts like Bellary and 
Anantapur, I cannot say. 

' Q. — Would it be more or less difficult than your present settlement? 

A. — I should be inclined to say less difficult, because it will be rather 
more accurate. In backward districts I cannot say that. 

Mr. Hall. A. — I think there will be considerable difficulty in arriving 
at a true capital value of the land in a place like Malabar. The lands 
there are subject to encumbrances and sub-encumbrances. You never really 
know what is being transferred. 

Sir Percy Thompson. Q. — ^What is the capital value which is represented 
by the sales to-day? It is the value of the land subject to the existing 
land revenue, is it not? 

A.— Yes. 

. Q- Which you are- going to abolish and adopt a system of taxation of 
capital value? Is not that capital value imniediatelj' vitiated? 

A.— I do not think the land revenue has any effect on the capital 
\alue. in lanpre, Government asked me to ascertain whether Govern- 
ment ordere fixing the resettlement at an enhancement of 25 per cent had 
had any effect on the value of laud during the two years since the ord<?r(B 
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were promulgated. We collected statistics for tlie period up to the time of the 
Government order, we ascertained the value of land from the Eegistrar’s 
offices, and then took the land value subsequent to the fixing of the rate 
by Government. There vas a slight fall in the value of the land, but it 
was due to a slight fall in the price of paddy. 

Q. — That is exactly the result which you would expect. They would 
know there is going to be a resettlement and that the land revenue will be 
enhanced by 25 per cent and they would discount it. 

A . — I do not think they worry very much about it. 


Hai Saliil} G. VEUKAIARAWGA HAG, Secretary, lUfadras 
Landholders- Association, was nest esamined. 


Written jnemorandnm of the Idadras Landholders’ Association. 

Q. 38. — Income-tax on agricultural incomes . — ^The Madras Landholders* 
Association is strongly of opinion that the exemption of incomes derived from 
agriculture from taxation under Act II of 1886 is deliberate, and its removal 
would virtually amount to taxing the same income twice over. The object 
of this Act was to attain a fair balance of taxation between the agriculturists 
and non-agriculturists and to distribute the public burdens equitably be- 
tween them. It was taken for granted throughout the discussion in connec- 
tion with the Act, that the agriculturists and landed proprietors were al- 
ready contribiiting their due share to the public exchequer in the shape of 
■land tax. 

Whatever may be the views of theorists on the question whether land 
revenue is a tax or rent, it is iindeniable that in effect it is a tax on agri- 
cultural incomes. As Baden Powell puts it “it operates as a tax on agri- 
cultural incomes — a contributioir to the State out of the profits of land cul- 
tivation, just as the income-tax is a contribution out of the proceeds of 
other industries and occupations”. (Land Revenue in British India, 
page 49.) 

Land revenue xiiider the ryotwari system is a graduated rate per acre 
of each kind of soil and liable to revision at stated intervals with roforeuco 
to fluctuations in prices. As a provision thus exists for taxing tho profits 
of ryotwari proprietors at evox-y resettlement, it cannot bo said that 
Government has in any way sacrificed tho ixublic revenue by exempting tho 
agricultural incomes of such proprietors from income-tax. It is therefore 
unjust and opposed to principle to remove tho exemption so far as tho in- 
come derived from i-yotwari land is concerned. 

The case against tho imposition of income-tax on tho income derived 
from zamindari laud rests on a much stronger foundation. Tho zamiudaris 
in this Presidency have been constituted under Registration XXV of JS02 
which Wiis framed upon Regulation I of 1793 of tho Bengal Code. Tho 
necessity for this enactment arose from tho confused and unsettled state 
in which tho assessment of tho laud hud been loft by tho former Govern- 
ments. It is described in tho preamble that, according to the practice of 
tiio Asiatic Governments, tho assessment of tho land revenue had fluctuated 
without any principles for tho determination of tho amount, and without 
any security to the zamindars or other persons for tho continuanco of a 
moderate land tax; that, on tho contrary, frequent enquiries had been 
instituted by tlio ruling power, whether Hindu, or Midiamnmdan, for tho 
purpose of augmenting tlio !V‘'sessmeut that it had been customary to re- 
gulate such augmentations liy the onquirie-s or opinion.s of local officors, 
and that it hud been ustial for tho Goveramout to deprive the zanmulars 
and to appoint j)evsons on its own behalf to tho management of tho zamm- 
daris. thereby ro'-erving to the ruling power the implied right, ami tho 
actual exercise of the pro[)rietarv possc-'Sion of all laiuls whulover. Tho 
object of the Ifcgiilation was to remove the causes of such uncertainty of 
Icnnro and insecurity of property, and “to grant to -zamindars, their 
iieirs, and snccc^sors a permanent property in their land, in all time to 
come, and to fix forever a moderate assessment of public rovouue on tuHni 



6*23 


lands the amount of which shall never be liable to be increased under hny 
circuinstances”. The Government thus came under an obligation not to 
raise the jama or as it is sometimes called the peshkash, feed at the per- 
maueiit settlement in respGct of the lands then giantod. XJndei these 
circumstances, the Government could not imiioso income-tax uiion the 
income from lands in respect of which the jama oi peshkash is payable 
without in fact, if not in name, increasing the amount of such jama or 
peshkash and thus committing a breach of the obligation undertaken _ at 
the time of the permanent settlement. This view of the moral obligation 
whicli rests upon the Government of respecting the pledges given to the 
zamindars at the time of the permanent settlement is borne out by the 
following utterance of Sir James Stephen in one of his admirable speeches 
in the Legislative Council: — 


“Those to whom we succeed, and whose policy laid the foundations 
of the power which we possess, deliberately gave to a large and iniiuential 
class of the population over which we exercise that power, a jiledge on the 
faith of which relations have grown up which modify the whole frame- 
work of society. No one is more strongly impressed than I with the im- 
portance of scrupulously maintaining the pledges given at the jieriod of 
the permanent settlement.” (Speech in the Legislative Council, April 
6th, 1871.) 

It has often been said in justification of the jiroiiosal to subject 
the income from zamiudari lands to income-tax that such income has grown 
enormously since the time of the permanent settlement and that its con- 
tribution to the public exchequer in the shape cf jama or peshkash is 
almost negligible' when compared with contributions from similar incomes 
derived from other sources. While granting without admitting that this 
is so, the Association submits in reply that such a contingency was con- 
templated by the framers of the permanent settlement and that in fixing 
the jama or peshkash the future increase in the resources of the zam- 
indaris were taken into consideration. At the time of the permanent 
settlement of Bengal, Lord Cornwallis in fact declared in a proclamation 
which he issued “that the proprietors of land sensible of the benefits con- 
ferred upon them by the public assessment being fixed forever” would 
“exert themselves in the cultivation of their lands under the certainty 
that they will enjoy exclusively the fruits of their good management and 
industry and that no demand will ever be made upon them or their heirs 
or successors by the present or any future Government for an augmonta- 
±ion of the public assessment in consequence of the improvement of their 
respective estates”. 

The claim of the zamindars for exemijtion from income-tax in respect 
of ■ their agricultural incomes is opposed in certain quarters on the ground 
that they acquiesced in the levy of such a tax in the year I860, and in the 
imposition of certain cesses over and above land revenue later on. It may 
be pointed out in reply to this argument that the income-tax was intro- 
duced in 1860 as a temporary source of revenue in order to meet the fin- 
ancial dislocation caused by the Mutiny and that the landed 
classes acquiesced in it to signify their loyalty to the Government and thoir 
readiness to undergo sacrifices on its behalf. As a matter of fact, the 
Board of Revenue at Madras at the time earnestly pressed on the Govern- 
ment the injustice of imposing this tax in respect of income from lands 
held on the ryotwari principle. They said that “the tax will virtually 
be an enhancement of the land tax”, that “it is foolish to plead that the 
ryot is like the tenant fanner of England paying only a rent for his 
land” that “the Government occupies the joint position of landlord and 
State”, that “the ryots pay what can only be called a combination of 
rent for the land and tax to the State” and that “to impose an income- 
tax on the profits of _ land held on this tenure is cleai’ly to tax a second 
time, and in a peculiarly vexatious manner, land which experience shows 
is generally too_ highly taxed already”. “The ryots”, the Board further 
observed, “will indubitably regard it as a breach of faith. They have been 
repeatedly assured by the Home and Local Governments that they may 
do what they please with their lands, and enjoy the full benefit of any 
improvements made by their own means, provided they pay the regulated 
assessment. On this assurance they have acted, invested capital largelv 
■in the improvement of their lands in the full confidence that the pledge 
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would be respected”. “They cannot”, the Board continued, “help regard- 
ing this fresh tax on their profits from these lands as a breach of the 
pledge voluntarily given, and their confidence in the faith of Government 
cannot but be shaken. Unrepresented in the Government and unable to 
influence the imperial legislature, they will also see the frail tenure, on 
which their rights depend; they mil apprehend that if necessity— a plea, 
the correctness of which they can have no means of testing— can only be 
urged, the income-tax may be indefinitely prolonged, its rates enhanced, 
its incidence extended”. Future reductions of assessment and other con- 
cessions will be regarded as dictated by interested motives and preliminary 
to future taxation and that confidence in the moderation of Government 
which it has taken years to secure will be seriously shaken. 

The zamindars of Bengal were at first determined to object to the 
income-tax as an infringement of their rights, but they soon gave up the 
point and accepted the advice and example of the greatest of their body. 
The Rajah of Burdwan in a remarkable letter to. the Legislative Council 
announced that “he would set an example to his fellows of submission to 
income-tax because it was levied after the great Mutiny of 1857”. It is 
hardly fair that a patriotic act like this should be turned against the zamin- 
dars as a reason for setting aside the plain terms of the permanent settle- 
ment. 

So far as the cesses are concerned, they were first imposed in Bengal 
in 1870 in the teeth of strenuous opposition of the zamindars of that pro- 
vince by the ca.sting vote of the President of the Secretary of State’s 
Comicil, and against the decided oiiinion of the majority in the Coimcil, 
having intimate acquaintance with the conditions of this country. Sir 
Erskine Perry wrote : 

“I have reluctantly come to the conclusion, after many struggles 
and attempts to draw fine distinctions in support of a different view, that 
the language and acts of Lord Coniwallis and of the members of his day, 
were so distinct, solemn and unambiguous that it would be a direct viola- 
tion of British faith to impose special taxes in the manner proposed. 

“In 1854, Lord Dalhousie, a man of no weak will, was most desir- 
ous to impose a local tax in Bengal for the maintenance of an improved 
police ; but after reading Sir Barnes Peacock’s masterly exposition of the 
pledges which Government had entered into in 1791-93, the great pro- 
consul was compelled to accede to the soundness of the Chief Justice’s 
argument and most reluctantly abandoned his projects. 

“Here then we have the 'plain language of Government, the contem- 
pomiica exposita of its framers, the unanimous conviction of the people 
and the declared consequence of the State in the justice of the popular 
interpretation during a period of 80 years. What is the answer attempted 
to this state of facts? 

“The Government of India allege that the language of the perman- 
ent settlement itself in section VII of Lord Cornwallis’ proclamation is 
large enough to enable them to impose the taxes in question; but the 
argument on close examination i)roves so unsound that the Secretary of 
State abandons it. 

“Two other arguments have been brought forward first, that thq 
imposition of the income-ta.x xjroves that taxes additional to what the 
zamindars pay lus land assessment may be imposed over most parts of India 
in addition to the land assessment. 

“As to the income-tax it cannot be considered sound logic, when the 
meaning of particular pledges is in question to argue that because a des- 
potic Government has on one occasion without consulting the people con- 
strued the pledges in its own .sense, that act of the Government is a fair 
proof that their construction is right and just. 

“With respect to cesses additional to land revenue having boon iiu- 
posed in other parts of India, I am compelled to observe that in my opi- 
nion tile ■.Secretary of State Ims not interpreted the facts correctly and 
that the exposition of the Lieutenant Governor of Bengal is the true ono”. 
(Sir Er.>kino Perry’s dissent, dated May 11, 1870.) 

Sir Frederic Currie admitted tlio unsatisfactory .state of Indian Fin- 
ance, “but it cannot justify our laying a special tax on the zamindars of 
Bengal to do which Sir Erskine Perry’s paper .shows conclusively would 
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bo a breach of faith and tlio violation of the positive statutory ougage- 
uient made with zamindars at the. p“ernianent settlement”. (Sir Frederic 
Currie’s dissent, dated May 4, 1870.) 

Sir Thoby Prinsep wrote as follows: — 

“I have never felt so deeply grieved and disappointed in a decision 
given in opposition to my expressed opinion as when it was determined by 
a casting vote to approve and forward the despatch referred to at the head 
of this paper, for I regard the principle laid down in the despatch to be 
erroneous, while the policy inaugurated and the measures sanctioned will, 
if attempted to be carried out, alienate the entire population of India from 
the Government of India and shake the confidence hitherto felt universally in 
its honesty and good faith. 

“The Court of Directors, the Imperial Government and Parliament, 
were all parties to the resolution to fix the Government demand upon the 
laud of the Provinces then held Iiy the East India Company in Bengal in 
perpetuity. 

“The traditions of this period are now forgotten, and new ideas are 
about to be introduced into the financial administration of India, which 
1 should be sorry to think are likely to bo attributed to the change of Gov- 
ernment which took place twelve years ago. The right of unlimited and 
uncontrolled taxation is always a dangerous one to assert, and who could 
have expected that this policy should be advocated and such arbitrary 
powers claimed by a Queen’s Government”. (H. T. Prinsep’s minute of dis- 
sent, dated May 19, 1870.) 

Sir Henry Montgomery said: “A Govornincnt should not, in my 
opinion, voluntarily place itself in a i)osition hiying it open to be chai’gcd 
with a breach of faith”. (Sir Montgomery’s minute of dissent, dated May 
18, 1870.) 

Boss Mangles wrote as follows: “It appears to me to be very doubtful 
as to what length the Government of India may feel themselves justified in 
going under the sanction of the despatch just sent. They may, I fear, be 
encouraged to take steps which may lay them justly open to a charge of 
breach of solemn promises. Unguarded action may destroy in a moment 
the credit which the British Government has won by its honorable persis- 
tence, for a period little short of a century in the unbroken observance of 
its pledges; such a price would be too dear to pay for even an object so 
laudable as the education of the masses. We have no standing ground in 
India, except brute force, if we ever forfeit oiir character for truth”. 
(Ross Mangle’s dissent, dated May 25, 1870.) 

Sir Frederic Halliday, himself "a past Lieutenant-Governor of Bengal, 
among other things, wrote as follows: — 

“The zamindars remonstrated strongly — they pleaded the distinct and 
solemn promises of the Permanent Settlement of 1792, when Lord Corn- 
wallis had exhausted the resources of language to assure them that the rate 
then assessed on their lands was ‘irrevocably fixed forever’ and that they 
should in all future time be free from ‘any further demand for rent, tribute, 
or any arbitrary exaction whatever’. These great national pledges, they 
urged, had been scrupulously adhered to in many financial difficulties and 
under all changes of Government from Cornwallis to Canning and could 
not now be broken without a deliberate abandonment of plighted faith. 

“All the official persons of the province who were consulted, supported 
those remonstrances, and the Lieutenant-Governor of Bengal transmitted them 
to the Government of India and enforced them with a powerful and, I think, 
unanswerable argument. But the Government of India was unmoved, and 
declared in reply that it ivas determined to persevere in its determination”. 
(Sir Frederic Halliday’s minute of dissent, dated May 25, 1870.) 

The landholders ultimately reconciled themselves to the levy on the as- 
surance conveyed in the despatch of the Secretary of State sanctioning the 
cesses that they would be imposed for the construction, maintenance and 
improvement of such works as would benefit the cess-payers ‘immediately’, 
‘directly’ and ‘palpably’. 

Q. 137. Duties on inheritance or succession . — ^Whatever may be the case 
in regard to western countries, so far as this country is concerned, the 
proposal to levy a tax on property changing hands at death is beset with 
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pecuHar difficulties and highly impracticable. It was seriously discussed bv 
eminent administrators iu_ India in the sixties of the last centui-y and was 
given up on account of its unsuitabilitj’’ to conditions obtaining in this 
country (vide Finances and Public Works in India by Sir John .Strachey 
and Lieut.-General K.chard Strachey, pp. 366-368.) . 

The chief difficulty lies in the fact that the majority of the people of 
this comitry are Hmctus governed by the lUitakshara system of Hindu Law 
under which sons and grandsons acquire by birth an interest in the ancestral 
property of their father and grandfather and become members of a joint 
family and on the death of a member of a_ joint family the remaining mem- 
bers acquire by ivhat is called survivorship as distinguished by succession 
the interest of the deceased member. Under this system there is no such 
thing as succession to property so called. Members of a joint Hindu family 
do not succeed each other and their rights arise by birth. No individual 
member of such a family has any interest which he can transmit at his death 
to his heirs. In such circumstances, no question of death duty on his estate 
can at all arise, for he leaves none at his death. 

If, in spite of tuo above considerations, it is maintained that each 
member of a joint Hindvi family is in fact entitled to a specific share of ascer- 
tainable value in the joint family iiroperty which he can claim to bo 
allotted to him if a iiartition were made, and that the survivors who derive 
benefit by his death may justly be required, as in the case of ordinary suc- 
cession, to pay a percentage on its value towards the public revenue, it may 
be pointed out that under the Hindu family system there is as much chance 
of decrease of one’s interest in the joint family by^the birth of fresh mem- 
bers as there is of increase by death and that if duty be levied on increase 
by reason of deaths, it stands to reason that compensation should bo given 
for decrease by reason of births. This is hardly practicable, though it should 
follow logically from the position taken ui) by the upholders of the death 
duty. 

If every deceased person’s shai'e is to be the subject of death duty, it 
will involve the levy of the duty on the share of each child that might bo 
born into the family and die soon after the birth. With infant^ marriages 
and the consequent heavj'' toll of infant mortality prevalent in this country, 
there will be frequent occasions for property changing hands by survivor- 
ship, necessitating the levy of duty at frequent intervals. This must cause 
no small pain and vexation to the family and may oven result in the whole 
property being swallowed up by the duty. 


To get this difficulty, it is proposed to exempt the estate of sons 
and grandsons dying in the lifetime of their fathers and grandfathers from 
liability to the payment of the duty and to make the levy only on the 
death of the head of the family. This proposal is liable to the objection 
that the property is not in any sense that of the head of tho family. Ho 
is only a .sharer like other members. There is no justification in principle 
for levying a duty when a member who happens to bo tho head of tho 
family dies and not when other members of the coparcenary die. The fun- 
damental i)rinciple of taxation is tliat it .should hdl equally on persons 
similarly situated. Further, under thi.s proposal a father succeoding to 
his son’s share is not liable, whereas a son succeeding to a father’s .share 
is liable. It is hard to see why there should bo any discrimination between 
tho two cases. Again, suppose there is a family consisting of a father 
and three sons and one of them dies. It is far from being clear what tho 
advocates of death duty would urge in such a ca.so. Tho benefit of tho son's 
share accrues not only to tho father but also to tho other sons, i.e., the bro- 
thers of tho deceased. If the .schomo is to e.xempt all ca^es where a father 
.succeeds by survivor.ship to tho son’s share, what is to haiipon when the 
benefit accrues not only to tho father but to tho collaterals of tho dccea.scd 
as well. There is no conceivablo reason why a distinction .should be drawn 
botween a case wdioro tho benefit accrues .solely to the collatoral.s and a 
ca.so where tho benefit accrues to the collalorals along with the lather. 

There is also the difficulty that tho net benefit accruing to the suryi- 
vor.s is not easy to fix. Debts contracted by tho deceased ro.illy for fnmn> 
iioce.ssitv may ho challenged to ho .separate debts, and a.s .such nut binding 
on tho estate, and tho debts contracted by the .surviving memhor;. ma> ho 
claimcil as family debts. There is no presumption that debts 
even by a managing member aro for family nccc.v^itv, J, ? .. bicb 

the pious obligation on the part of tho son to <lischarge the <!ebt(, wliuU 
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aro uot illegal or immoral, of tho father to tho oxtoiit of tho sharo which 
ho gota in tho anccbtral citato. ^ Any enactmoiit iiuiio.-.ing a death duty on 
property accrmug by burvivor.''hip will albo Imvo to take note of tho obli- 
gation on tho part of tho .survivor or .survivors to maintain tho widow, 
tho inothor, tho unmarried ilaughtera of tho deceased and opior mombura 
whom tho deceased was under an obligation to maiiUain, and nl.^o of tho 
obligation ciust upon tho survivor or survivor., to defray tliu marriago c.y 
ponses of tho maiden daughlor.s of tho deteased, etc., and to perform hia 
funeral ceremonies. Ail the.'O liabilitic.* havo to bo taken into account 
and reduced to somo money valuo in working out tho duty and this ia by no 
mean.s a light task. 

There is ono other point which deserve.! consideration. If survivorship 
is to bo treated as succcMion for purpo.sca of deatli duty, is tho llindu 
Law princijilo that when a member of a joint family die,, and bb. collateral 
or collaterals .succeed by survivoi.diip, tho family jiroperty is not liablo for 
tho .separate debts of the dctoa,‘ed to bo maintained in its integrity or 
not? Is survivorship to be treated lu. miccc, .ion pioper for ono purpo.so 
and not for another? Tliero is no .sy.ttMu of law in whieh dmolution of 
property i.s not treated n. .sUccl .ion for the piiipo e of the det(M,>cd’s own 
debts and treated as surli for the piirpo e of the .^late intervening and 
claiming a duty thereon. 

Such a t.»\- h.Ls fnriltor to ho ..afegn.iriled by provisions against ovn- 
hion by collusive sales, gift, or .seltloinenti in i ontemplation of deatli or 
otherwise, wliich cannot but lie liaiM > .ing. 

It Ls alinoit impos-siblo in this country to get at the pei .onai property 
of tho deceased for the pnrpo.o of siKces.ion duty. It eldoin takes tho 
form of public inve-slnieiu,., but is often laid out in ea.b. bnllnm and pro- 
C 10 U.S stonc.s. The.o bitter in mo.t ca.et |)a%. in domc-.tic secreey into tho 
haiuls of persons other than iho.o from whom tho duty ha. to bo collected. 

As Sir Henry Maine .aid long ago, “.No appio.uh to fairiie . could be 
made in the .as-sevsnient of such a ta.-c, nnle... tho proiodiiro wero imido to 
tho last degree inquisitorial". 

In tho opinion of tin* .\ssociation, no form of ditcct ta.satioii would bo 
mro unpopular, moie opposed to the Hindn ‘cntimeiit. or moie dilllcult 
to as.se.s.s. 


Mr. Venkataranga Eao gave oral ovitleaco as follows 

The Frcsiilcnl . Q. — \ou have been Sccietary of the .Aladras Laiidlioldoi's’ 
Association for 20 years? 

A.— Yes. 

Sir Percy Thoinjixoii. Q. — I think in your statement yon aro trying to 
provo tho proposition that, if y<iu tax agricnltnial iiuomo to incomo-tu.x, yon 
aro taxing it twice over? 

A. — Yes. 

Q. — Do you make that as a universal statement, whothur it is land 
permanently .settled, or whether it is land .sulijecL to tomiiorary .settlement? 

A. — III tho case of both. 

Q. — Take, for instanco, a piece of temporarily-settled land; .say, 'ofc 
for Iks. 100, and wo .suppose for tho sake of argument that the land roveiiuo 
paid on it is Its. -lO, so that tho holder gets an income from it of It.s. GO. 
Lot us call that lioldor A: ho soils it to li; wliat jirieo does B iiny? Doc.s 
B pay a pi-ico based on his getting an incomo of Hs. 100 or a price based on 
his getting an incomo of Es. GO? 

A. — I think Es, 60. 

Q- — In other svords, what ho has done is to ninortizo tlio amount which 
he pays by way of land revenuo. 

• A. — ^Yes. 

Q- — ^He just draws the Es. 60 which lio expected to got when ho bought 
the property and suffers no tax at all. Ho paid a price applicable to Es. 60, 
gnd if ho does get an income of Es. 60, ho is not taxed at all, 



1 taxed ai the end of the period: if it is temnorarilv qAtflo/l 

laud, he will be taxed at the end ofTO years. empoiaiiJy-settled 

, Q.,— You would only treat as a tax that part of the land revenue wbiVI, 

WoTpuShaS'’ i-GTOiiue which he was paying at^he 

A.— I do not see any distinction whether we call it a tax or land revenue 
Ixe IS paying a certain contribution to Government, and that contribution is 
lixod lor a certain period. 

Q. — He is not bearing the burden of that tax. 

A.- — Not immediately, but at the end of the period he has to pay. 

Q.—The Rs. 40 is part of his liability under the purchase price. He 
would have had to pay it in any case. Supposing at the next settlement 
land revenue is put up from Rs. 40 to Rs. 50, your argument is that the 
additional Rs. 10 can be called a tax, but do you claim that the Rs. 40 
which he paid, luid knew he had to pay, can be called a tax when he "has 
discharged the liability.? 

A. — I do not think it can be called a tax. 

Q- — Let us now suppose that the land is permanently settled, so that 
at the next settlement the land revenue of Rs. 40 cannot be increased and 
it is not a tax. If it is not a tax, can you tell me why the other Rs. 60 
which the man draws and which, according to your own admission, has paid 
no tax, should be exempted from full income-tax.? 

A. — Because he was given an assurance that it won’t be taxed. 

Q. — The contract was that that assessment would not be raised, but 
that cannot be construed into a pledge that, when an annual 'tax is 
imposed on all incomes, this fixed assessment on land would exempt him 
from the operation of the general tax. 

A. — ^If that is so, what is the meaning of the permanent settlement? 


Q.^ — This is what section 4 of Regulation XXV of 1802 says : 

“The Government having reserved to itself the entire exercise of its 
discretion in continuing or abolishing, temporarily or permanently, the 
articles of revenue included according to the custom and pi’actice of 
the counti'y, under the several heads of salt and saltpetre, of the sayar, 
or duties by .sea or land, of the abkari, or tax on the sale of spirituous 
liquox’s and intoxicating drugs, of the excise on articles of consumption, 
of all taxes ixersonal and professional, as well as those derived from max-kets, 
fairs or bazaars, of lakhiraj lands (or lands exempt from the payment of 
public revenue), and of all other lands paying only favourable quitrents, 
the permanent assessment of the land-tax shall be made exclusively of the 
said ai’ticles now recited.” 


Thus they expressly reserve the power to withdraw or increase or do 
what they like with regard to all pei’sonal taxation. 

A. — I do not agree. I don’t think that is the meaning of the section. 
The zamindars were levying these taxes at the time; and the Regulation 
says “hereafter you should not levy those taxes”. The Regulation prohibits the 
zamindars from levying these taxes which before the permanent settlement 
they were levying. Levying of taxes is a sovereign power and they have 
been deprived of that sovereign power. That is the meaning of that 
section. As a matter of fact, mofiirpha was levied by some zamindars even 
after the settlement; but in 1870 or so Government prohibited theni from 
levying this tax and paid them a compensation. I know one of the zamindais 
in this Presidency got a compensation of about 2 lakhs. 


Q —Section 1 saj's: “Wherefore, the British Government, _ impi-essed 
with a deep sense of the injux'ies arising to the State and to its subjects 
from the operation , of such principles, has resolved to remove from its 
administration so fruitful a source of uncertainty and disquietude, m 
grant to zamindars an‘d other landholders, their heirs and successors a 
oerinanent property in their land in all time to come, and to fix foi evei 
a moderate LsLsinent of public revenue on such lands, the amount of which 
shall never be liable to be increased under _ any circumstances . Then 
section savs • “In conformity to these jirinciples, an assessment shall be 
feS on-' aKnds liable to pay revenue to % Go j mnent , and » m.- 
sequence of such assessment, the proprietary Lire 

vested in the zamindars or other proprietors of land, and in then heus an 

lq.wful successors for ever”, 



Now, how can you say lliat Ou.-. I'i.nimI land rovoiuio wa;r olliorwiso llinii 
coHsitioratioii for the proprietary right granted to the aatniudarii? 

A. — At the lime tiiorc were three clax-os of aainindars. One class waa 
i!ie ancionl- ;'-:\iniuvl;vrH \vUo woro qtiti.si-^^ov<‘rciKn prior to tho 

faotilomeiit. In tho ca-se of iho^o iiainhular.- this Uc};ulat ion .simply confinnca 
those rights. It did not give tliem any fredx rights. 

Dr. IDiili-r. Q.— When this eompenyition for tlie uwliirplM was paid, 
was it paid to the ;tainindar win* eNoreised the t-ovetfign riglits or to ail 
classes of aaniindar.d' 

A,~Only to tho aainiiulars who were exercisins; some sovereign righta 
prior to the pernianonl scttleioent. Hut the icgnlalion pl.'ices all tho 
i’.ainiudars on the .same footing, ’ihere i. only one icgnlalion for the .-jcneial 
classes of aamindar.'i. 

Sir Verc’j Thoiniuou. Q. — TIio section that, I have read out does not 
represent tho true facts-' 

A. — No; it does iiol. 

Q. — TJieu why was die fai t not rcincH-iited .it that lime? 

it section h.!, ill .11 interpi. tcd t.y the Privy t'uiincil in many cases, 
as saying that (loVernniciit did not, (onft'r any lic-li riglil . hut only eon* 
firmed the provious or pr«'-existing right ». 

The Prfsithut. Q.— .Mav I lead to you the further pa.-.ag.e iu fsir .lame.; 
Stophen’.s .speech wliich you'h.ue quoted? It n-.n!,. thus: “A r.rcal public act 
like the Porinanoiit .’^'eldemcnt is not, to he ioterpictcd, and can never havo 
been meant to ho interpreU.;! merely hy refereme to the terms of tho docu- 
inouL iu which it is contained. 'Its meaning imi;.t he loUectcd from a con- 
sidoralion of tho circuimdaiui ; under which, and of tho ohjccis tor winch, 
it was made; in con.-.idering wh.it is, and what is not. con.'ti.stcnt_ with 
iu terms, we luust look at the gradual change, whicli have occurrctl in the 
condition of the couiury .since it was enacted. This i.. the only way in 
which it is pos,sihlt* to undoiatand fully tran.sactions of this kind; and It 
is poculiurly uecc.ssary iu tho c;uo of a transaction, which, however import- 
ant. neither is nor profc.vies to he. a complete and exhaustive statement 
of the relations helwcon the Clovornnieiit ami it; .suhjcct The [mrmancnt 
.settlement regulates only one hraiuh of one part of tho.se relations, and 
it must hci interpreted Iiy references to other.s.” 

A. — Quito .so. It is in relation to the reveniio from land that tho 
i’.amiiular claimed exemption from tax, 

Q. — it is one branch of one part. 

A. — I do not know that. Of conr.,e, they cannot claim exemption from 
all taxe.s .simply heeauso they pay the land revenue. Hut in rc-spect of 
incomes from their c.states, they .say they should not he taxed again hecan.su 
they are already taxed, and that la.x i.s permanent, ami should not ho 
increased or decreased under any eircunuHtauces. 'I’hat is tlvo luoauiug c.f 
tlie section. 

Sir Pcrr.u Thompson. Q. — In rc.spcct of land rovenne. it shall not Iw 
increased. But tliat a di.slinct pledge with regard to tho land rovonne 
can roliovo land from all taxe.s of a gonoral aatnro which may hereafter ho 
imposed, i.s a very big claim. 

A. — Any tax whicli impo.se.s a fre.sh liability on tho zamindar in rc-spcct 
of his land is certainly a Incgch of tho ponmvuent settlement. 

Q. — It is rather strong to covtteiul that when tho Government ugroo to a 
permanent settlement, svhatovor tho needs of tho Govornmont might ho 
aftenvards, they aro precluded from getting anything more from tho lands, 
oven when tlie now tax is imposed on tho lands iu common with other forms 
of income. 

A. — ^That is how this Regulation lia.s hcou iutorproted very recently 
hy the Privy Council in tho Urhim case. Tho passage I havo quoted in mv 
memorandum is from their judgment. 

The President. Q.— If you interpret it as barring one personal tax. doc-s 
lb nob bar also other taxes? 

A.— No, it does not; .snppo.so a'zamindar trades and makes a iirofit 
VII-67 
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Q. — Supposing a zamindar has nothing hut the income from his land. 
You say that the whole of that income is free from all other taxation. 
■Applying the same logic that income, even when it is used in other waysj 
cannot be taxed. 

A.— No. Suppose a zamindar opens a big business and makes a profit. 
He is liable to be taxed on the profits. 

Sir Percy Thompson. Q. — ^As the President says, suppose the zamindar 
has no income except from his lands. If your claim is that by virtue of that 
the Government is precluded from taking anything more than the land revenue 
fixed under the peimianent settlement, that would equally debar the Govern- 
ment from taking any customs duty, for example, in respect of the articles 
which he purchases out of that income. 

A. — I do not think so. 

Hr. Ilyder . — ^That would be a tax on the expenditure of the zamindar 
and I do not think that the zamindars contend that their expenditure 
should not be taxed. According to the plain meaning of the terms, the 
land tax is on the income. 

The President. Q. — ^It says that it is fixed — a moderate assessment of 
public revenue in respect of the land. There is no reference to the income 
from the land. 

A. — ^How is that public revenue fixed? The public revenue is fi.xed 
with reference to the income from the lands. That is how the peshlcash was 
fixed. The system adopted was this: 50 per cent of the gross income was 
set apart for the cultivating lyot. Out of the other 50 per cent Govern- 
ment took two-thirds and left one-third to the zamindar. In the case of some 
estates 90 per cent was taken by the Government and only 10 per cent 
was left to the zamindar. This public revenue bore at that time a definite 
relation to the income from land. 

Sir Percy Thompson. Q. — The point is that it is a tax on the land but 
not on the personal income of the holder of the land. 

A. — What is the meaning of ‘tax on the land’? The laud does not 
pay any tax. I get income from the land and I pay tax on that income. It 
is the pei’son that gets the income and pays the tax. There is also another 
aspect of this question which I want to press upon this Committee. This 
permanent settlement was not purely a fiscal arrangement. It was based 
upon political considerations also. The Government may have, no doubt, 
sacrificed some revenue, but that loss is more than compensated by the 
loyalty and attachment of these big landlords, which the Government has 
secured. It was thought to be of a much greater importance -to secure tlio 
loyalty of these zamindars than to get full money value from them. That 
aspect of the question is almost forgotten in this controversy. 

The President. Q. — I do not think it is forgotten. But we are lookijig 
at the matter from the taxation aspect and not from the political aspect. 

A. — But you should not isolate it altogether. If you try to understand 
the permanent settlement, you must take all these factors into consideration. 

Q. — ^Let us not enter into the political aspect. 

A. — ^The amount paid was very large in some cases. If the income was 
12 lakhs, the zamindar paid about 3,50,000 in the shape of peshlcash, and 
about 1,50,000 in the shape of road cess. This comes to about 5 lakhs. TIuis 
he is paying 5 lakhs out of 12 lakhs towards tlie needs of the State, whether 
you call it a tax, or rent or revenue. That means 40 and odd per cent of 
his income. Can you say that he is not contributing enough towards the needs 
of the State? So, why should you tax him again? That is one aspect of the 
question. Now the zamindars were paying these taxes long_ before other 
communities were paying any. It was only in 1850 that the income-tax or 
license tax was introduced, because the Government thought it was unfair 
to levy taxes only on one class of people. The zamindars, on the other hand, 
have been paying from the very beginning. This factor also .shoidd bo 
taken into account. Even as it is, the zamindars contribute a fair share 
towards the e.xpendittxre of the State. 

Q — You refer us to a remarkable letter by Uie then Raja of Burdwau 
whore ho says “Ho woidd set an example to his fellows of .subinission to 
income-tax, because it was levied after the Gi'cat Hutiny of 1857''. \V o 
have nob been able to pick up the roforonco. Could you give us more of the 
contents of the letter? 
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A. — I'liis is referred to in the Minute of Sir F. Halliday, extracted in 
the Eeport of the Bihar Landowners’ Association for tlie year 1905. 

Dr. Faranjpye. Q. — Do you think that your quotation from Cornwallis 
is fully justified? Do you think that his remark will apply to the absentee 
landlords also, who have sold away their rights and have divested themselves 
of the rights? 

A. — ^When the estates were sold, the purchasers must have paid for all 
the privileges guaranteed to their predecessors in title. 

The Maharajadhiraja Bahadur of Burdwan. Q. — Dr. Paranjpye perhaps 
says that not linowing why these permanent tenures were created. 
Permanent tenures were created because not only the land revenue was 
heavy but because of the difficulty of the time of payment fixed by the 

Government. Almost every zamindar defaulted, and in consequence, the 

Patni Law in Bengal was enacted in order to help the zamindar to collect 

the land revenue and pay according to the hists. Therefore, it was not a 

question of the zamindar’s desire to go away from the perma*nent rights 
and become an absentee landlord. That is why these permanent tenures 
ivere created, that is, to give facilities to the landlords to collect their 
land revenue. That is the history of _ the Patni Law in Bengal. But 
Dr. Paranjpye classifies them with a big zamindar who had given away 
his rights completely — a thing which perhaps exists in Madras. 

. A. — ^In this Presidency I do not think we have such hind of tenures. 

Q. — ^The preamble to the Patni Law clearly states the point. 

Dr. Paranjpye. Q. — Are there any absentee landlords in Madras? 

A. — ^Not many; they live mostly on their estates. 

Q. — ^With regard to the death duties, do you consider that the imposition 
of death duties will be an infringement of the- permanent settlement? 

A. — do not think so. 

Q. — ^You distinguish between survivorship and succession. It may be 
a very good point for the lawyers. 

A. — It is not I that make the distinction. It is the Hindu Law that 
makes it. 

Q. — ;Does it matter very much to a person whether he gets the estate 
by suiwivorship or succession ? 

A. — Yes; it does. 

Q. — ^How? 

A.— Suppose there is a family consisting of three brothers, A, B and C. 
If A dies, his property accrues to B and C by survivorship. But they are 
not liable to pay A’s debts. They get his property but they are free from all 
liability with regard to his debts. But if they get it by succession they 
are bound to pay. So that there is a great difference. 

Q. — ^The debts are binding on the estate. 

- A. — ^No; they are not. It does not apply in regard to coparceners, 

Q. — ^If he had incurred the debts for the benefit .of the estate, then it 
will have to be paid, 

A. — ^Even then, it is not so. 

The President. Q. — ^He gets the share and does not pay the debts? • 

A. — ^If you treat that as succession for purposes of levying a tax, you 
must also treat it as a succession for iiurposes of paying off his debts. 
But you don’t do it. _As things stand the Hindu Law does not allow the 
liroperty being made liable for the debts of the deceased. If the property 
passes to the son, then he is bound to pay. 

Q- — ^To say that they are exemiit from paying the debts is not an 
argument against levying the duties. 

A. — ^There must be some principle. You must follow either the principle 
of succession or tfie principle of survivorship. 

Dr. Paranjpye. Q. — But ordinary common sense says that when a father 
dies, his son gets the father’s right in the family property. 

— ^But you must remodel Hindu Lav,' before you think of imposiiu'’ 
a • duty. i a 
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'i'hc Pii’iUltnt. Q. — Don't jou think it L fair to iiuposo iho tax ou ail 
comiuunities irreapective of their per,sonal lau's? 

A. — ^But personal la^vs must bo respected. 

Dr. Paranjpuc. Q.— You may have your laws of succciaion as vou like. 
But you should be prepared to pay to the State wliatcver diuics it choosOs 
to impose in common with other communities. 

A. — Till recently the lej^islature acted on the principle that pci>onaI laus 
uuist be respected. Take thc Indian Succession Act. It is restricted onlv to 
certain communities. This shows that the personal Jaw of,othcr communities 
was respected. 


The Preddent. Q. — Can a community escape a tax by udoptiiii' a 
peculiar personal law? 

A. — They do not adopt it. They are I)orn with it. Eveiy community 
has got its. own iiersonal law whicli must bo respected. 


Dr. Paranjpijc. Q. — 'Would it not bcw possililc for a now community to 
arise, biiuiing togcdior a thou'.uul people and adopting such iieraonui Ians 
that would make them free of any tax? 

A. — I do not know that. It is a hypolhciical case. I do not know if 
such a case has over arisen in tlii.s conntry. 

Dr. Uyder. Q. — How much would bo realized from the zamlndars if 
death duties were imposed? 

A. — It all depends upon the taxable minimum you are going to fix and 
the rate. 

Dr. Paninjpyc. Q. — Suppose lln. 5,000 is the miuiimun limit and jou 
charge at the rate of 5 per cent. 

A. — You will got a lot of money. 

The PreskUnt. Q. — Y’our other objections to the death duties aie chielly 
administrative? 

A. — ^Yes. 

Dr. Paniiijpue. Q. — Thu fundamental principle of taxation is that it 
should bo c(iual on all classes. Xow, hoivever. in tlie apjiliralion of thi.s prin* 
c pie you lind a Hindu .s treated entirely dilfeiently iroin a Christian, li 
the bitter dies his estate aili have to p.iy a proliate duty; it .i niiidu dies 
his estate will have to p.iy no laX at all. 

A. — Y'on mUst understand my leinail: with jolereiico to its conto.xt. 

Q. — Y'ou sav that l!io liunbimeiual principlo of ta.x.ition is that it -■-hoiikl 
apply ».(jually to .lil people; ilon't ,'on ibink that liiey should be treated 
•o t.ir as ptoii.ite ilniics .ire i utuoriied 

.V. — You ••iiould apjjly thi> jniiu-iiile subject to the limit. itioiis of pc-riCn.il 
law. huppci e .i f.ilher tUcs titul the ^uu sUctceds, !u> son hai to pay ;i 
iliiti. hut II tile "vn dies and the j.iiher ,mct<<i> he luetl iH)t l)*iy. 


— jj ili^. ^iljoii.e is to exempt in .til » .is« .. 'niielher the l..t!u'r ,^ilt leisi, 
l,y anvi\i)is!up oi the -on, wb.it »s tin* point r What do >ou iiaMii by (ollate- 
r.d o! the di. <. t .1 -id 

nu.ui, biotliet, .Uld lir.eK o 

(J.~d! tile t.uber is If.in,',. ii '•» man h.i, ';.it i.ither -aid luoU,. r., it 
ni'ii’l go to oil', of tfU' i oiiatei.i! . r 

^Ulipo .. on da 1. ii.e tat!.> » Utmid- be '-i tin- p;op>nly U<> 

d,> .. 1 not p.n au> lax. I hat ii the ‘{in ti"n I u.i. di . ii ..in/.. 

(I, I iv^juld like t * kfuit. th'' Is.nitt ..viici . the *oIiatcr.,I. 

A. .s'Ujtp. o it is joisil !..l.,|is > oj. 'iliiit o! A is aini C. A'. ■ " • 

li.x U.Vl*-' o' cllK - tsf tK\ I* he. I' ot tUe joint i.smil^, 

tl — !t lelo!!,;, to tbf ta!}.*t. lb" iM. le’.. has-- UlU 1. <t 

ad |>V V:e «!■ I'h o; hi- biotber'' a ll ;h> ate i- s bs j . 
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Q. — Supposing A and JJ aro Iwu brolhors, and A lias Ids sou (j. C dies; 
U’s share will not bo aircetcd, so it won’t uiroet the collaterals, 

A. — Perhaps so. 

Q. — You say that “debts contracted by the deceased really for family 
necessity may bo challenged to be separate debts and as such not binding 
on the estate and the debts contracted l)y the surviving members may be 
claimed as family debts.” You will find that for debts an abatement is 
always given. 

A. — ^Y’’es, provided they aro fandly debts, but .suppose they are not proved 
to bo family debts. Jleforo you levy the tax, you must decide the tpiestion 
whether debts are contracted for family pnrpose.-i. 

Q. — If the debt is found to be not for (ho fainili*, an arrangement will 
have to bo made. 

A. — It is an administrative difliculty. 

Q. — Such dilfieidties are aiwuy,-, (here, even in Kngland. 

A. — I do not thinlc such dilliculties arise in Kngland at all. Sui)pose 
a jiian surrenders his property during bis lifelime. 

(J. — Gifts made within three years of ileath will be taken into considera- 
tion. 

A. — Why should you introduce that principle!-' Suppose I give away 
Juy property within two years of deaths why sbonld yon treat mu dilferontly 
from a person who did likewise live years before death 

Q. — X think people will mako gifts just before death just to avoid duty. 

A. — I do not think that applies to this country. I know recently one 
leading lawyer made a settlement of the whole of his projjerty during Ids 
lifetime. It was a 6oao jhle transaction. In sucli a case what will you doP 

Q. — It is the cpicstion of time limit there. 

A.— Why should you bring in a time limit bereP He never expected 
to die within one year of the .settlement. 

Q. — You must mako a hard and fast rule. 

A. — Simply because you Avant some money. Suppose a Hindu becomes a 
suni/asi, there is a civil death in his case, how would you charge death 
duty? 

Q. — No death duty 'is charged on such cases. 

A.— Why, his property passes to his son. I therefore say these aro all 
diflBculties that do not occur in other countries. 

_Q.— Such practical difficulties occur in all countries wherovor deash 
duties have been imposed and they have been got over. 

A. ^Most of the difficulties do not arise under English Laiv at all. I’hey 
are peculiar to Hindu Law. My whole point is that I ,am objecting to the 
principle of this taxation. You have no right to treat survivorship as 
succession. 
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28th May 1925. 

BAUGALOBE. 
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Mr. 0. H, raASTBBMAlr, r.C.S., CoUertor of Salt Eovenue 
Madras, was examined. ^ 


Wi'iiten memorandum of Mr. Masterman. 

■cpSi of' u/o 'ilSSLfof salt!'"”"' *“ “ 

L- iiiopL the expeuditure incurred by Government 

■ism. I hi,? classes ot the iieopJo under its rule. It is, therefore, 

sMim?f h I ^ ^ O'^ei-y clm,s oi the population, however poor, should contribute 

souiotlniie, houover httlo to the public revenues. Salt is an article of 
universal consunixition. The tax on salt is, therefore, an admii-able method 
or ensuring that every ineniber of the community pays something towards 
tnc public exchequer. On the other hand, no particular member of the 
coniinumty uses a very large quantity of salt nor does any particular class 
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and as such is a tax which can be collected from the poorest classes, from 
whom it is almost impossible to collect diz’ect taxes, in a form which is not 
irritating and causes little protest. Salt is a necessity and consequently 
the consumption of it cannot be curtailed to any great extent by an increase 
of the tax. The demand is inelastic and is not affected by the rate of tax. 
This is an advantage from the point of view of the budget maker and is not 
disadvantageous from the point of view of the tax-payer so long as the 
article taxed, as is the case with salt, is not used in very large quantities 
by any individual tax-payer and so long as the tax is limited, as it is in 
the case of the salt tax, to a figure which is not large enough to affect 
consumption and cause deprivation. Ideally a tax on luxuries is no doubt 
to be preferred to a tax on necessaries but in a country like India where 
a very large proportion of the population do not use luxuries, it becomes 
necessary to tax necessaries in order mat a large proportion of the 
population may not escape taxation altogethei . , . • . . 

The obiections usually raised against the salt tax ar^(l) That it is 
oDpressive In its action upon the lowest class of the population because it 
the price of salt and consequently deprives the people of the use of 

want owing to the tax ana in tav at Es. 1-4-0 the incidence of 

In the Madras ® nn^ fnly S annas 1.8 pies and the 

taxation per head of the Presidency is only 1 anna 9 pies 

average retail price of j f cannot, therefore, be said that the 

per Madras measure e of salt is excessive. It is significant 

tax is oppressive J ujicit manufacture of salt or of atteiupiecl 

that there are very few cases ot imut nm 
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\ doubtful indeed if Goyernment could eZe 

tbe rov?, oLi,V+ pi’od^- I consider too that 

grinds ^««"«Poly of .a necessity of life is objectionable on political 

If, on the other hand, a wholesale excise system is resorted to and 
Government make themselves responsible for the collection of the excise 
duty and nothing else, allowing the licensee to make what salt he likes and 
to sell it where and at v/hat prices he likes^ there is a great danger of the 
TOnsumer being forced to pay a high price for a commodity upon which 
Government have imposed a high duty and for which consequently Govern- 
ment are morally obliged to see that the price is not unduly high. 

It, therefore, appears that the'ouly practical solution is a via media — an 
excise^ system under which both the quality of the salt made and the price 
at which it reaches the consumer is in some way controlled by the authorit 5 ’ 
which imposes the excise duty. • This is the sy'stem now in force in Madras, 
under v^hich Governnient control to some extent the quality of tlie salt 
manufactured by excise licensees and by the manufacture and sale of 
Government salt seek to control the price of excise salt. The question 
remains as to whether it is desirable to extend this control by increasing 
Government stocks or ivhether it is now safe to slacken the control to some 
extent by curtailing Government manufacture, in which latter case the 
further question arises as to whether some means, for ensuring a low retail 
price, other than that of accumulating Government stocks and putting them 
on the market when necessary, might not he devised or whether the com- 
petition of licensees is not itself a sulBcient safeguard to ensure that salt 
reaches the consumer at a low price. 

If a monopoly system is to continue side by side with an excise systeni, 
any extension of the monopoly system at tlie expense of tbe e.xciso is 
prirna jade uneconomical, because it is only advisable to put monopoly salt 
oil the market when excise prices show a tendency to rise. If there _is_ no 
tendency to rise, it is obviously undesirable to hamper free competition, 
which itself regulates prices, by selling monopoly salt which cannot as a 
rule he made so cheaply as excise salt and has consequently to be sold 
at a loss. Thus, large stocks of monopoly salt are accumulated which it * 
is not desirable to sell in normal years. Eventually they become iinsaleablo 
•and have to be destroyed. The whole process is inost uneconomical. The 
only question is as to ivliether it is ivorth while to incur this loss in order 
to gain the advantage of having large Government stoclp available on any 
occasion when thev may be wanted. T do not think that it is. In normal years 
when salt is plentiful, there are now, T think, sufficient factories and sufficient 
competing licensees to ensure that the price of salt does not rise too nigli. 

It is only in bad years either owing to bad seasonal conditions or owing 
to a national crisis, such as tlie late War, that the necessity for largo 
Jnonopoly stocks would arise. I consider that with the further extension 
of salt pans over widely separated parts of the coast the dangei of 
year in all parts has been minumsed and that the occurrenco of a national 
Lbastrophe cannot be legislated for. While not recommcmlmg the 
of monopoly manufacture altogether, I do not consider that there is a case 
fm- the extension of the system and I .consider that the ca 

accumulation of large Government stocks is too high a nnco to pa> foi a 
ToSe safeguard te a crisis, the occurrence of winch I behove to be 

It follows from what has been said above that I monld recommend the 

„ad“ / Slnsi,;,r or tl,o oxciso system, 5 * i'd™ Pro b .5 
though the salt sold by Government is aUeaclj m tee iMaUias 
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licensees”, 8, 503,401 nuuiiuls. Genorallj' speaking, I would rccomniond the 
abolition of monopoly pans and their conversion into excise wherever there 
is . excise salt in the same locality. Tin's would leave ns monopoly the 
Ennoro factories where there is no excise salt to compete with the inonopoly 
salt and such small monopoly factories as Kurambalam where the salt is 
made for a special i)urposo, in this case for supply* to the French Govern- 
ment. I consider it advisable to retain Ennoro as monopoly' because it is 
desirable to have one fairly large centre of Government stock for emergencies. 
The conversion of other existing monopoly pans into excise doc.s not 
necessarily imply the entire los-s of control by Government over prices. 
Ono of the great defects of the monopoly s 3 -stom is that Government have 
to accumulate stocks every year whether they want them or not. Tn 
converting existing monopoly blocks into excise I would lease out the right 
to manufacture under what is known as the modifu’d excise, system with a 
clause whereby Govornment have a Hen on a certain percentage of the salt 
manufactured which, if it is wanted, the licensees are bound to sell to 
Government at a fixed price. By this system it is unnece.ssary to accumulate 
largo Government; stocks, whereas, if nece.ssity ari.ses,' Government can 
always have at its command a stock of salt if it becomes nece.ssary in any 
particular place to lower the price of oxci.so salt, on an occasion for instance, 
where, owing to the failure of one of two licensees, one jiarticular licensee 
is left’ in the position of a monopolist. 


The gradual conversion of monopob' into excise on the lines indicated 
above would not in the Madras Presidency constitute any great revolution. 
There are now only 0,010 acres of monopoly pans of which 3,523 are a(. 
Ennore. Of the balance of 2,523 acres f would retain 'J8.5 acres for special 
supplies which leaves a balance of 2,038 aci’cs. The 90 acres of monopoly 
pans at Karasa can no longer bo worked ns the factory has to ho cloach 
owing to the harbour; works and Govornment have api)roved of the con- 
version of the 162 acres of monopoly pans at Ivannpnrti into modified 
excise. Tliere remain 1,780 acres for conversion of which 007 acre.-, arc the 
monopoly pans at Ganjam which have not boon worked for the la-st fouj* 


years 


While recommending the gradual conversion of monopoly pans into 
xcise, I would not relax the control already cxorcl.sed by Gover/jnient over 
the production of a pure salt both in e.xcise and monopoly Victories. 
Government is re.sponsible for .seeing that the public gets a pare’ article and 
T consider that this object can be attained by a thorough .sy.Atcni of 
laboratory tests and of brine tests in the factories and the strict ivfu.'.jil (o 
store or let out of the factory any salt which doc.s not p.u-vs tlicse tc-^u. 
I consider that this can bo done without undue interference with .-in e.xci.Ne 
licensee’s method of manufacture and the manufacture of that kind of '•.ah. 
so long as it i.s pure, which is best .suited to jiieet the demand of the 
which it supplies. 

Q. 55 . — As already .stated, I con.sidor that it is one of the primirv 
duties of Government in imposing a duty on .salt to .•.ee at the time 

that the article reaches the consumer at a reiwmahly low j>ri(e. f liave 
also .stated in amswer to Q. 5t that T believe that the (oiapeuiiuii to 
sell their salt between different licensees is one of the nso.,: t-fft c'ive tiu-- c.-, 
to prevent a high retail price. Tf tliea hy large ..eale manufacture i. mean* 
the manufacture of salt in a very few selected areas bv a ver*.* Mimll mimV-r 
of capitalist licensees, small enough in mmihers to U- to co’nhiiu- ai d 
create a monopoly, then I should certaudv comsider tin* thi * r • ,t 
would be a proper ground for the extension of the Govenr-'Jn- 
because the element of competition to regulate pritv-; 

Government would be obliged to step in to hredc u\, " ' n'r'- - 
The cost of - manufacture might he cheaper am! 
made might be better but there would he no "-uar-*-*^ . -V* , 
might not profiteer and instead of reducing reta.7 

A. less extreme form of large scale 
T consider, be a good ground for extendin'^ -r, >• " 

So long as the number of licensees in eaclT f-7-^ ' 

factories are sufficient to ensure conipc-fi*'c.*i p*'"-* - ■' 

^tension of the Goveriinieiit raononoIv'cV^ - 
large scale manufacture to this e.xtent V.- 
number of petty holdings. Large scale A' 

probability result m a reduction of "T/ 

as the element of competition betwen“ - 

Vn~68 ' 
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a number of manufacturers, there is no reason to suunocifl 
Smpetitioi fall. of 

The question _ is a hypothetical one. I am asked to stito wlioHm.. 
supposing a certain state of affairs were to exist, a certain course of action 
would be desirable. I therefore refrain from comment both on the truth 
eo^id^'pr +h\ desirability of the hypothetical premises, both whether I 

manufacture would result in cheaper and purer 
salt and also whether supposing that it did, it would for other reasons 
be a desirable state of affairs* 


I have taken the word cheaper' in the question to mean ‘cheaper to 
produce, not cheaper for the consumer’. If the latter meaning is given 
to the word, then T would deny the truth of the liypothesis. It does not 
necessarily tollow that large scale manufacture in its extreme form would 
mean a cheaper article -for the consumer and if in a more limited form 
large scale manufacture did result in a cheaper and better article to the 
consumer, then there would be no ground for Government interference 
which seems to me to be undesirable for other reasons. 


It seems to me to be perfectly reasonable to argue that, ev’en assuming 
that large scale manufacture would reduce tlie price of salt, large .scale manu° 
facture by Government would not have this result, for the simplo reason 
that Government is not and ought not to be a business concern. The primary 
object of a business concern is to make a profit. The price at which the 
consumer gets the commodity with which the business deals is fixed liy a nice 
adjustment of supply and demand regulated by the competition of other 
suppliers. Neither the welfare of those who belli to produce the commodity 
nor the welfare of the consumer enters into the calculation of the business 
except in so fur as tliey tend to increase or decrease his profits. The primary’ 
function of Government on the other hand is to study the welfare of tho 
whole population, whether producers or consumers. It is, therefore, incumhent 
uiion Government to interfere on behalf either of the one or tho other 
if the course of the business tends to press heavily on either. Government 
cannot, and should not, assume the dual role of a profit maker or of a 
protector of the interests of the individuals who produce afid con,sunio. 
Either the profits will become negligible or Government will have to 
abandon the role on which its existence depends. 

Thus I would encourage large scale manufacture as tending to reduce 
the price of salt, so long as the manufacturers are not allowed to become .so 
restricted as to eliminate competition but I would not advocate largo scale 
manufacture by Government because I do not believe that manufacture by 
Government would tend to a decrease of tlio price of salt unless Govcrninent 
were content to forego the rcveuuo which they now got from tlio duty and 
because T consider a Government monopoly of an article of univoi-sal 
consumption to bo objectionable in itself. 


Q. 58. — ^It is undoubtedly facie desirable that India should bo 

independent of foreign countries for her supply of those necessities wliich 
can bo supplied by tho country itself. Salt is ono_ of these noce.ssitie.s and 
there is no doubt that that quality of salt which is in demand in various 
parts of India could be supplied by India herself, ft Is not because a salt 
.suitable for the Bengal market cannot be inado in 'Madras, that 51adrus salt 
does not find a market iti Bengal but because imported salt is so cheap in 
Bengal that iMadras salt cannot comimto witli it. Imported salt is cboai) 
becaasQ it is imported at ballast rates while iMadras salt has to nay heav.V 
transport charges. To attempt to secure a market for Jfadras or Bombay 
salt in Bengal by a compulsory lowering of tho railway rates for tlie 
transport of .salt in InUia would bo in tlie long run a jioiicy of rol.bing 
Peter to jiay Paul. TJuder these circumstances, the levy of an import duty 
seems to ho tho only feasible method. The one objection raised m tbut tt 
would bo nnruir to the Mongal consumor. The arguniont Is~-“\\by slmidd 
tho Bengal consumer have to pay more for his sjilt in order to benoht llm 
industries of other provincc.s” ; for it Is doubtful, since imimrled salt inav 


'I'lie importi-d .■.uppl.v i> 


situation, it is doubtful ii the Bengal 

would pav more for bis salt than bo docs now. Ine i i i ,i 

prerariou>^ Not only <Hd the War completely stop the supi- v but the le. 
strike in England biul the sumo efrect. Tt may be piarnim d tb.,!- -.triKt- 
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ho couiparabivoly frccxuont over a iiiiinber ol’ years. On all sucli occasions 
thoro is a dearth oi adequate bupi>lics of salt in India because uiauu- 
faeturors cannot budget for a demand which is so uncertain. On such 
occasions salt is scarce, the price rises and the Bengal consumer has to i)ay 
very much more for Indian salt than lie would if liis regular supplies came 
from India. Tims, over a number of years allowing for the probable 
stoppages of imported salt, it is very doubtful if the Bengal consumer would 
pay more for his salt than ho docs now. On the other hand, instead of a 
precarious supply, ho would get a steady supply and the suppliers would 
Iv'now definitely the demand which they would be asked to meet each year 
instead of being called upon to budget for an unexpected demand owing to 
an unforeseen crisis. 

Q. 57. — The question of the economic results of sifting has to be 
considered in dose connection with tlic question ol Llie retail sale of light 
oait by measure. The argument of those who would in-oliibit sifting is 
sometliing as follows: — In order to make his i)rolits the retail trader wants 
light salt, the wholesale merchant theroforo wants to got light s;dt from 
the factory in order that he may have tor .sale tho kind of salt which the 
lotail seller will buy, the wholesale merchant will only buy light salt from 
the factories, the licensees tlicrelorc in order to supply as much light salt as 
possible will silt their salt and only the light salt will leave tho factory, 
tho heavy salt remaining alter silting will bo unsaleable. Now so far as tho 
Uovornmont revenue is concerned this xirocess Avill not affect it since tho 
Government revenue is derived solely from the salt which leaves tho factory. 
But such a process if carried on universally would result in a rise in the 
retail iirico of salt. The licensee would bo selling only a invrt of his mauu- 
tucturo, thus in order to x)ay for tho cost of manufacture ot tho whole ho 
must charge more for the part which ho can sell, tho wholesale nieichant 
will have to pay more for his salt and consequently tho retail merchant will 
have to pay more and oveutually the consumer will i)ay for tho extra exijonso 
of manutacture. Thus if this process was carried on and tho morchauts did 
really find that it was prolitablc that it should bo carried on, 1 certainly think 
that there would bo a strong case for prohibiting sifting, since it has the 
effect of raising tho retail price of salt which it is the duty of Government to 
Xirevent. But as a matter of fact sitting is not resorted to to any large extent 
in this Presidency and there has been no expressed desire to allow it. Nor as a 
matter of fact, do J think that it would bo profitable tor merchants. Tho fallacy 
seems to lie in the assumption that tho retail trader can force on the con- 
sumer any sort of salt he hkes at any price he likes to ask for it. Public opi- 
nion and conqietition among the traders themselves prevent anything of tho 
sort. If the public found that they had to jiay more lor light salt they woidd 
soon demand a rather heavier salt at a cheaper i)rice. There would not bo 
wanting merchants willing to supply this demand who would bo able to buy 
heavy salt vei’y cheaply from the factories. Tho sellers of light salt after 
sifting would soon find their business dcci'easing and would soon find that tho 
process of sifting was not profitable. Thus in practice 1 see no necessity 
tor a general prohibition of sifting though I would retain the right of 
Government to refuse applications for sifting in particular cases. 

Actually at present sifting has only been permitted in two jilaces in the 
Madras Presidency and applications to allow it have only come Irom these 
two iilaces — Covelong and Sumadi. At Covelong it is the heavy small grained 
salt which is wanted for refining purposes and at Sumadi the licensee has 
agreed to sell both grades simultaneously; he wants the heavy small grained 
salt for sale in Calcutta. 

Q. 58. — It cannot be denied that theoretically it is desirable that salt 
•should be distributed to the consumer by the same standard as that by 
which the duty upon it is levied. As in the case of the duty the standard 
is one of weight, it is desirable theoretically that salt should be sold to tho 
consumer by weight. 

In practice, however, there is nothing objectionable in the practice of 
retail sale by measure unless it can be shown — (1) that the system of retail sale 
by measure encourages the manufacture and sale to the public of light salt 
and that light salt is intrinsically bad salt; (2) that the consumer for a 
certain sum of money gets less sodium chloride if he buys salt by measure 
than he would get for that same amount of money if he had bought by 
weight; (3) that the retail sale of salt by measure enhances generally the 
cost of salt to the consumer. 



m 


, retail sale bj”- measure undoubtedly eucouraaes tlip 

inanuiacture ot hglit salt, but it has been proved that just as pure\ li<rht 
salt can be macl^e as heavy salt and that light salt is not iutrinsicall/ worse 
than heavy salt irrespective oi' the method by which it is sold \o the 
substaiitiatei‘^° therelore, consider tJiat the lirst proposition can be 

With regard to the second proposition, it is perfectly true that a 
measure ot light salt contains less sodium chloride than the same unit of 
heavy salt, the reason being that in light salt the grains do not he so close 
together so that the consumer pays for more space between the grains than 
he would it he were buying heavy salt where the grains lie closer tor^ether 
it does not, however, follow that the consumer tor the same amount of 
money ivould get more sodium chloride if the salt which is sold to him were 
cloleci out to Imu bj'’ weight than if it were doled out by measure. TJie 
ptail trader must make his profit somewhere. As matters iioiv staiid, ho 
bup by weight and sells by measure and he makes his profit by selliim a 
light salt by measure which he has bought by weight. It is at least argudile 
that if he was forced to sell by weight he would make the same profit in 
another way by charging more for a unit of weight than the amount ior wliich 
he bought that unitj that his profit would be the same in’ either case and 
the amount expended by the consumer would actually buy tlie same amount 
of sodium chloride in either case. It conies to this, that, when the consumer 
buys light salt by measure, he pays for the retail trader’s profit by not 
getting quite so much sodium chloride as the trader bought for the sum 
which the consumer pays; when the consumer buys by weight, he iiays for 
the retail trader’s profit by expending on a unit of salt a little more 
monoy than the money which the trader paid tq buy that same unit of salt, 
it is, in fact, light salt which regulates the price of heavy salt and there is 
nothing objectionable in this state of affairs so long as it is admitted that 
there is nothing objectionable in light salt per se. 

It has been argued that, because the retail trader likes ' to make liis 
profit by selling light salt, he forces the consumer to consuiiio light salt 
whetlier he wants or not. There seems to be no real proof of the truth 
of this statement. If the consumer generally wanted heavy salt, ho could 
have it, but in order that the retail trader might get his legitimate profit 
he would have to pay more for it though lie would get more for his monoy. 

It seems to bo true therefore that retail .sale by measure encourages tho sale 
of light salt, but it is not true that light salt is itself necessarily bad suit 
or that the consumer, owing to tho system of retail sale by measure, is 
forced to buy the sort of salt whicli lie does not want. 

I’he advantages of substituting sale by weight for sale by nieasuro aic 
certainly not self-evident and there are certain practical objections to doing 
so. The majority of buyers in the bazar buy in lery .small quantities — a 
pie’s worth at a .time. The liazar man could not weigh out such small 



would certainly prefer to see a mcasureful given to him for his monoy when' 
ho can actually see if lie gets full measuro than to bavo his .salt weighed 


in scales of which ho has no means of knowing whether the weights are 
correct or whether bo is being cheated by manipulation ol the .scales, i am 
convinced that the sale of salt by weight in the Iia/.ars wmdd not bo jiojmlur 
with the ordinary small buyer and I bebevo that the ictail seller would have 
more scoiio for cheating the consumer than bo bus now. Another point 
worthy of consideration in this connection is tbut m wot weather salt weighs 
vSv much more than in dry weather. Thus, if the .standard of a fair price 
is to bo taken as the price for a certain weight in dry voaUioi, ilio public 
will be cheated in ivot weather. 

O 59 —it follows from what I Imvo .said in ansaver to Q. ol that 
I nil not ‘in favour of opening Goveninicat depots Generally speaking, 
Lvori nmit intorforenco in distribution i.s, I consider, undesirable It i.s 
^ovoinii oneniuc of Government depots might have the olfcct of 

, V i the nilco of «dt for consumers in the interior districts. It i.s 
cheapeni „ 1 . i incumbent upon Govornmont to see Ibab 

also true that I fonsidei t to tlio 

the pwblic go 3 ■ ; , . . collect as much rovenuo a.s possible from 
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This 1 inauiul of salt, if ifc is inoclerateiy light, will contain 2o nieasmes. 
Tlie retailer sells 1 measure for Ee. 0-1-6. 

From 25 measures, he will get Es. 2-5-6, 

Middlemen’s profits are therefore Ee. 0-5-6. 

and tlm ^etailei^^ pi'ohts have to he divided hetwcen the wholesale wcrchauL 

(2) Jf the salt is to he sold for inland the transport charges will 
iiicreube and coiibequcatl^’^ the retail^ j)ricc will he higher. 

If. If tlio 1 maund of salt is exceptionally light, it may contain SO 
measures. 


The wholesale merchant still has to spend Es. 2 to get this maund. 
The retailer still sells 1 measure for Ee. 0-1-6. 

From the sale of 30 measures he will get Es. 2-13-0, 

^Middlemen’s profits arc therelorc Ee. 0-13-0. 


Now, very inuch more salt containing only 25 measures is sold than 
salt containing 30 measures. Consequently, the average middlemen’s profit 

on the salt sold is less than ^ annas. It may perhaps ho put down 


at S annas. Now supposing this 1 maund of salt nas sold in the haiiar I)y 
weight instead of hy measure. The consumer must still jiay for the amount 
expended by the wholesale merchant in the first instance plus middlemen's 
profits. 


For 1 maund of salt he will therefore pay Es. 2-8-0. 

Thus in the first case he should paj' for the weight of one mcasmo 


iis. 2-8-0 
i:d 


= lie. 


0-1-7 i. 


In the second case he should pay 


its. 2-8-0 
3o 


Re. 0-1-1. 


Thus, in the first case the consumer gains, owing to the fact that salt is 
sold to him by measure, while in the second case he loses. 

So long as salt is sold hy measure in Ihe bazar, the profits of the 
michllemeu are not constant, hut differ according to the nature of each 
particidar unit of salt sold. The retailer can afford however to .sell salt 
of average weight cheaply, because lie looks lor his extra profits in tlio 
exceptional cases where he can get exceiJtionally light salt to sell. 

The consumer, on the average, is not suhscr.'hing an undue amount 
towards middlemen’s i)rofits. Ho pays a little less than he should for salt of 
average weight and a little more tliau ho should for excciitionally liglit salt. 
The more frequent, though smaller, gains make up for the greater, but 
less frequent, losses. 

Tho point is that whether salt is sold by measure or by weight in tho 
bazar, the consumer must pay for tho middloincn’s ijrofit. If it is sold 
by measure, the consumer pays for these ijrofits hy getting a little le^.i 
sodium chloride than tho amount of sodium chloride which tho wholc.ialo 
merchant bought for the same amount of money. Jf it is .sold by weight, 
the consumer pay.s for these profits by getting the same amount of .sodium 
chloride as tho wholesale merchant bought, but lie (tho consumer) jjays 
a little more for it. 

Sifting. 


For 1 maund of salt the wholesale merchant will still pay 11a. 2. Now 
jf he sifta this 1 maund of salt, he may get I of a maund ot large gr.tmcd 
.salt containing 30 mca.siircs to the maund. That is to say, this | of .i maund 
will contain 11x^30=22) measures. The other i of a maund will bo uselc.ss. 

The consumer still has to pay tor the original co.st to the uholco.do 
merchant (K-s. 2) plus middlemen’s j)rofU.s (8 annas). t this ineasui^, 
is sold at He. 0-1-6 per measure in Hie bazar it will letch Hs. _-l-.), .uid 
it is clear that tho middlemen won't get their usiial profit. It must bo 
.sold for at least Ee. 0-1-1), in order that the niiddleiiieii ni.iy m.ike tluur iisiml 
profits. Thus tho proce.ss of sifting must rai.se tiii' iciail puce of saK. 
Tho argument is exactly tho saiiio if the .salt u silted before it le.uc.s da 
factory or oven hoforo it is stored. Then tho wholesale merclnint miut p.iy tor 




thau it IS in those in the south. Consequently, the annual average 

northern factories than in the southern and 
this fact IS quite irrespective of the nature of the soil or the quality 
of the brine supply m particular factories. The average annual ^ yield 
per acre in the southern factories is about d, 277 niaunds; in the northern 
factories it IS about 761 niaunds. As, however, the extent of land’ under 
salt cultivation is greater in the north than in the south, the average 

annual yield per acre throughout the Presidency is less than — 

It works out at about 950 niaunds per acre. Thus, on this basis, in 
supxily 120 lakhs of inaiinds, which is the normal Madras demand, 
i2,6d_/ acres ol land would have to be cultivated. Actuals correspond 
fairly closely to this estimate. In 1923, about 130 lakhs of niaunds were manu- 
factured, and 13,263 acres were actually cultivated. In order, therefore, 
to supply the total IMadras and Bengal demand of 260 lakhs of niaunds, 
27,370 acres would have to be cultivated. In the existing factories, the 
cultivable area, as opposed to the cultivated area, after deducting the 
area occupied by buildings, channels, bunds, patrol paths, etc., is 
21,112 acres. Thus, the acreage which could be cultivated, but is not 
at present cultivated, is 7,849 acres. It must be remembered, however, 
that a large_ portion of this area has already been given up, as it has 
proved unsuitable for various reasons, such as the porous nature of 
the soil, for the manufacture of salt. Probably, only about half of it, or ' 
roughly 4,000 acres, is really suitable for salt manufacture. Thus, in order 
to supply the Bengal demand as well as to satisfy the ordinary Madras 
demand, 4,000 acres, already existing within the limits of salt factories, 
would have to. be made ready for .salt cultivation, and new factories or 
extensions to existing factories to the extent of 10,738 acres would have 
to be made. I consider that this is possible, though it is impossible to 
speak ijositively before a thorough... examination of all possible areas for 
salt manufacture along the coast has been examined. It must be remem- 
bered too that it would be an expensive business and would take time. 

If then a sufficient quantity of that kind of salt Avhich the Bengal 
consximer will buy can be made in Madras, the next question to be con- 
sidered is as to whether this salt can bo sold in Bengal. Clearly, 
it could not be sold unless it was cheaper, or at any rate as cheap as 
imported salt. There seem to be two ways of insuring that the price of 
Madras salt should be less than that of imported salt: (1) by increasing 
the price of imxiorted salt, which can only be done l)y enhancing the 
duty on imported salt, and (2) by granting concessional rate.s for the trans- 
port by rail and steamer of Madras salt to Calcutta. It is the transjiorc 
charges wdiich make Madras salt expensive in Bengal as compared with 
the imported salt which comes in to a very large extent at ballast rales. 

It would probably be necessary to use both methods in order to insure 
that Madras salt was sold as cheaply in Bengal as imported salt now 
is. Once having stopped the import of salt by a high duty, I imagme, 
though I am not acquainted with conditions in Calcutta, that diffi- 
culties as to golali accommodation, etc., would disappear with the break- 
ing up of the Calcutta ring of merchants interested in imported salt. 


My conclusions with regard to the possibility of Madras supplying 
the Bengal jnarket Avith salt are therefore — 

(1) It is ijo&sible to make in Madras a kind of salt suitable for 
the Bengal market. 

(2) It is possible, though it would take time and cost money, to 
inake a sufficient quantity of this kind of salt. 

(3) It is possible to sell this salt in Bengal if the competition of 
imported salt is stopped by a high imiAort duty. 

(4) It is passible to sell this salt as cheaply as imported salt is 
now sold in Bengal, if transport concessions are given. 

(2) If then it is possible, is it also desirable? 

Three reasons are usually given to show why it is desirable— 

(1) It Avould encourage Indian industries. 

(2) The Bengal consumer Avould get a more certain suppl.v, un- 
interrupted by European crises, such as wars and strikes iii the shipping or 
coal trades. 
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Q.— A great deal of salt might go out from the Ganjam factory by road • 
would that come into accoimt? 

A.—Yes, because we find out as nearly as possible how much salt is 
exportGci out of the Presidency. 

Q. Could 3 mu send us a calculation sheet* showing how tlie figures for 
last year are arrived at? ' 

A.—Yes. 

Q. ^Have j’ou studied the calculation for other provinces? 

A.— No. 

Q— amazing variation (from 7 lbs. to 28 lbs.) between pro- 
vinces in the consumption per head. 

A. — In any case, you do not get an accurate consumption iior head, 
because all salt tliat leaves the factoiy in one year is not consumed in that 
year; therefore, there must be considerable inaccuracy. 

Q. — But the fact* that similar sets of figures shov.' that in one part tlio 
consumption is four times that in another suggests that there may bo u 
large illicit supply of salt in other parts. 

A. — Yes. 

Sir Percy TJioinpso)i. Q. — ^^Vould not there bo a difference in the con- 
sumption of salt between rice-eaters and others? 

A. — I think people who consume rice u.so much more salt than those who 
do not take rice. 

The President. Q. — The difference between Bomba 5 '’ and ilfadras needs 
some o.xplanation. 

A. — I am afraid I cannot remember the figures for Bombaj’. 

Q. — You say: "It is significant that there are vciy few cnscH of illicit 
manufacture of salt or of attempted theft of salt from factories.” In the 
early daj’S of tho depai’tmeut, I think there wore as many as 10,000 ca.sc.s. 

A. — I believe so. 

Q. — It is not purely a matter of tho duty alone; it is also a matter of 
obedience being secured to tho fiscal law. 

A. — There would bo more cases now, if it was really felt that the price 
of .salt was high. 

Q. — Are pretty elaborate precautions taken as regards illicit manufacture? 

A. — Yes, but oven so very little crime is di.scovojed, although there Jiro 
still opportunities for illicit manufacture in spile of those i)rccautions. 1 
do not think illicit manufacture takes place now. 

Q. — For instance, you have a very large proveniivo stalF for i)atrolling? 

A. — Yes, it is fairly largo. 

Q. — 'Would you describe the protes.s of guarding? Would it be at all 
easy for a theft to take place from a factory? 

A.— There is a fence all round tho factory of prickly pear or liaibed 
wire and tlio whole factory is patrolled. 'I’ho circuit of the factory or patrol 
path is divided into beats and the place is patrolled l>y night. The iiatroK 
are checked by superior officers. 


•Consumption of dalt per head of tho population in the .^failras Bic'-i- 
dency and Indian States within its hordei.s during 11)2:1-21. 
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Q. — How long is the salt which is scraped xip allowed to remain oil 
the ridges? 

A. — ^'I'liat depends on the concessions given to i'actorios; some are allowed 
to drj' it longer; as a ride, it is taken to the drying ground after remain- 
ing on the ridges for two days. The concession of allowing it to remain 
on the ridges longer is only allowed' in those factories whore the outer fence 
is strong. In the old days it was not allowed to remain on the ridges after 
sunset. 

Ur. Iljiilcr. (J. — How many factories have you got to guard in the 
Presidency? 1 think there are 65 working. 

A. — That is about righc. 

Sh' Percy Thompson. Q. — Have you a number of licensees at these 
factories? 

A. — Yes : at most of them there is a great number of them. 

Q. — Is Ennoro different from other factories? 

A. — It is a monopoly factory. 

Q. — In the other type of factory where you have a numlier of licensees, 
is it tlio case that they simply pay the duty and can then sell salt anywhere? 

A. — After they pay the duty and get the salt out, they can sell the .salt 
where they like. The merchants are required to declare its destination. 
From the drying ground, the salt is weighed and stored on a platform. 

The President. Q. — fs a licensee allowed to store his salt separately? 
If a licensee has enough salt to make a whole hea]), ho gets his own heap : 
otherwise, it is in joint storage. 

A. — ^That is so. 

Sir Percy Thompson. Q. — What do you moan by joint storage? 

A. — In one heap there may bo salt of more than one licensee. It is 
known how much salt in this heap belongs to a particular licensee, l)ut 
when the heap is outturued and the salt sold, each particular licensee will 
not necessarily be selling the salt scraped from his own pans. 

The President. Q. — The platform in which these heaps are stored lias 
an inner fence round it, and there is only one entry through a gate which 
is guarded. 

A.— Yes. 

Q. — ^The stuff is weighed into store and weighed out? 

A. — ^That is so-. 

Q. — ^Every difference between woighment in and woighment out has to 
be accounted for? 

A.— Yes. 

Sir Percy Thompson. Q. — How is the price which Government pay for 
salt at Ennore determined? 

A. — ^It is determined by a calculation of the cost of manufacture, and 
a small profit to the licensee is allowed for. 

Q. — Wlio determines the price? Does the. Government say: “You 
shall manufacture for us at such and such a rate”? 

A. — The price is fixed by Government. It is called the kudi varum. 

Q. — ^Is it a customary price? 

A. — It is a customary price for each monopoly factory lasting from year 
to year, unless altered. 

Sir Percy Thompson. Q. — At Ennore there are Government Inspectors 
who see that the brine is scraped at the right moment and before it gets 
too dense. 

A.— Yes. 

Q. — Do you take similar precautions where there is private manufacture 
of salt? 

A.— Yes. 
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Q— You can make a light salt or a heavy salt at will 
processes ? 


by using clifFereiit 


r. within limits. The nature of the soil and the situation of the 

factoiy also affect the weight of the salt. 


Do some people 


Q.— Ts there any difference in taste between the two.? 
preior light salt and some heavy saltp 

taste^' much doubt if there is any difference between the two in 


Q. Do people ask for a light salt or a heavy salt.? 

^Not at all. I do not think they mind. 

The President. Q. — Don’t they say they want red salt or black salt? 

A. Yes, in some parts they like what they call 'black’ salt. 

Sir Percy Thompson. Q. — In other words, given the colour and the 
amount of sodium chloride they like, they don’t care if it is light or 
heavy ? 

A. No, within limits the ordinary consumer does not care whether the 
salt IS light or heavy. 

Q. — ^\Vhat is the point in making light salt? 

A. — ^It is easier for the merchant to make his profit if the salt is light. 

Q. — ^Because it is sold by measure? 

A. — Yes, because the merchant gets more measures out of the quantity 
of salt v/hich he has bought by weight. The consumer would pay exactly the 
same price for an equal weight of heavy salt, but would not be satisfied be- 
cause he judges by looking at the quantity, and it would appear to him 
that he was getting less salt for his money. 

Q. — I do not see whore the merchant gets any advantage. Suppose the 
consumer would pay 6 annas for heavy salt. Jf the salt was half as light, 
he would pay 3 annas for light salt: jf he pays more than 3 annas, 
he is not getting as much salt for his money. If he only pays 3 annas, 
the merchant will not get anything more out of the light salt than out or 
the heavy salt. 

A. — Quite true, but the consumer would certainly imagine so long as 
salt 'is sold to him by measure that he was not getting double the quantity 
of salt for his 6 annas as he was getting for his 3 annas. The merchant 
does not really gain by selling light salt. He hopes, however, to make a 
big’ profit somewhere by getting iiarticularly light salt, because the retail 
price cannot change with every small variation in the number of measures 
to the maund. The consumer does not actually mind within limits whether 
he has light or heavy salt. 


Q. — By doing down the consumer, he is going to make an exce^rtional 
profit ? 

A. — The consumer is ‘done down’ when the merchant gets exceijtionally 
light salt but the consumer may gain a little (i.e., the merchant may not 
make his normal profit) when he gets a rather heavier salt than usual, because 
the retail price cannot be changed for each small variation in weight. 
Generally speaking, the fact that the merchant is able to get a number of 
measures out of a certain weight of salt keeps down the price of salt. 

Q. — ^But it won’t keep down the price of a given quantity of salt. 

The President. Q. — ^You speak of competition between two Madras 
factories ? 

A. — ^Yes. 

Q_ — ^Let us take a case where you have scientific system of grading salt. 
Suppose 3 ’ou have four grades, containing 48, 54, 60 and 66 measures to the 
ba", respectively. Suppose also you have a ring which controls the prices 
in “a particular year and sends out emissaries to the maiket at Bangalore, 
they find that the heavy salt selling in that market at Rs. 3 a bag gives 
54 measures The ring would at once send down to that market salt of 
grade 3 which gives 60 measures and sell it at the same price, i.e., Rs. 3. 

A.—They will gain a little more than before and the consumer will lose. 



Q. — ^'rheve will bo no coiupefcitioii in this case. 

A.— That is the fault of the ring. If there had been no ring, a com- 
petitor Avonld come and sell heavier salt cheaper. The man with the lighter 
salt would then have to reduce his price, and forego his extra profit oi* ne 
would be unable to soli his salt. 

Sir Percy Thompson. Q.— Wo must assume that by selling salt of grade 2 
(5-1 measures), the man is making a fair profit, but when salt of grade 3 
(60 measures) is introduced, the merchant makes more profit, because he 
sells more measures. What is the man with the salt of 5-1 measures going 
to do,? 

— Ho will probably have to sell a little cheaper and make a little loss 
profit, if he is going to compete with the man who sells ‘the salt of 
60 measures. The man who makes the proAt out of tho 60 measures salt is 
making an undue profit. 

Q. — But tho man with tho 60 measures salt can always undersell tho 
man with tho 54 measures salt, assuming that the cost of production is the 
same. 

A. — ^Yes, on the supposition that he can always be certain of getting the 
salt with GO measures and at the same price as tho man who has salt wilh 
54 measures. Then in that case salt with 60 measures is the normal salt 
of the market and the retail price of it will bo Axed by tho cost of production 
lAiis the profits of tho merchants. 

The President. Q. — Push it down to the actual cost plus duty. While tho 
man with the salt of 54 measures will be selling at actual cost plus tho 
duty, the man with the 60 measures salt is still making a profit? 

A.— Yes. 

Sir Percy Thompson. Q. — Lot us suppose that these additional measures 
are got by sifting, [f you agree that tho price is determined by cost of 
production phis normal proAt, liow in tho world can cost of production jjlins 
normal proAt on sifted salt be less than the cost of production plus normal 
profit on lion-sifted salt? 

A. — Quite so. In the sifted salt, the cost of production is more. 

Q. — ^Therefore, in the long run, tho price to the consumer will bo more. 

A. — Yes, that is to say, tho cost of production for the man who hasn’t 
the sifted salt (i.e., 54 measures) will be loss: he can afford to make a 
proAt still, but the sixty man, in order to get his proAt must charge more, 
because his cost of production is more. 

Q. — ^Does it necessarily follow that he can undersell? Let us suppose 
that the difference between 54 and 60 is 6 waste : if they sell at tf'e same 
in-ice, they make the same jirofit. 

A. — That is true ; there is iirobably very much more waste. 

The President. Q. — ^Normally, the all-round price of salt in any market 
in which sifted salt is on sale is higher than .it need be? 

A. — Certainly, 

Dr. Hyder. Q. — I And the measures for light salt to be 52 and for 
heavy salt 42 measures. Obviously, if the price of salt is the same, the 
man who sells salt of measures 52 gets more money. 

A. — Yes, but these are extreme cases. The man with the 42 salt can't 
afford to sell at the same iirice as the man with the .52 salt. To get his 
proAt he must charge more. At an enhanced price he will probably be unable 
to sell his salt and he will be driven out of the market. Ordinarily, how- 
ever, in a particular market different salts will only differ in weight by two 
- or three measures. 

Q. — ^In the other case, the man will be forced to raise his price : the 
man who manufactures heavy salt weighing 42 measures does not sift? 

A.— a,m assuming that neither the 42 nor the 52 salt is. sifted. If tlm 
52 salt is sifted and the 42 not sifted, the cost of production of the 52 salt 
will be more and the merchant cannot afford to undersell the 42 man even 
though he gets more measures out of his salt. 

The President. — ^Madras has occasionally made spasmodic efforts to sift 
but it has never succeeded; in Bombay salt is graded; what the merchant 
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aslp for_ is salt oi; grade so imd so. Tu Madras the first thing done when 
to the weasure and see how many measures come 

Sir Percy Tiiompson. Q.—Is it not a fact that a particular grade depends 
on two things ; first of all, the natural lightness or heaviness of the salt in 
s^'^fit^'l? secondly, the measure of the sieve through which it is 


A.— Yes hut the second process is not done in Madras. It must add 
to the cost ot production and therefore to the retail price of salt. 

,Q.' In answer to Q. 53 j'ou say: “The incidence of the 
salt tax in the Madras Presidency may be taken to be, with the salt tax at 
c h pies. This figure is calculated by dividing the amount 

or duty collected on salt which leaves the factories by the iiopulation.”- 

A.— Yes. 

Q- — ^You say ; “Government is under an obligation to see that the 
people get a reasonably pure article and that they do not paj^ an unduly 
high price for it. Clearly, one method of achieving this double object 
is to make salt a Government monopoly.” And you say, “1 consider too 
that _ the Government monopoly of a necessity of life is objectionable on 
liolitical grounds.” You object to State socialism.? 

A. — Yes; that is the fundamental objection. 


Q. — But do 5 'ou object to State socialism as exhibited at Sambhar, 
Kharagoda, etc. ? 

A. — do not know about the conditions there. But why 1 object to it 
is this : firstly, it will do away with iirivate enterprise and consequently 
affect the prosperity of the people iinfavourably and minimise their general 
cajiacity to pay taxes ; secondlj'-, it is impracticable. The salt trade is 
quite a big thing in Madras. I do not think it is practicable now in Madras, 
because you have got too many vested interests. 

Q. — ^Would you agree that in that half of India where salt is a monojioly, 
prices are lower and steadier than in the other half? 

A. — That assumes that the price of salt in Madras is unduly high and 
that there are troubles about prices. I have never heard of any comiilaiut 
m Aladras. 


Dr. Jlyder. Q. — I do not think it is a question of prices; but it is a 
question of fluctuation in price. 

A. — They do not fluctuate. The difference may be as between different 
places; but fluctuations do not occur from year to year in any one place, 
unless there is a salt famine at a particular place in 'which case salt can 
be brought from other iilaces, when the price of salt under whatever system 
it is being manufactured and distributed will rise owing to transport charges. 
Even if it is a monopoly. Government must charge for the transport if it is 
to run the business economically and not sell the salt below cost of pro- 
duction plus transport. Of course, there may be some difference between tho 
s^ coast and inland. There il^ill alwaj's be this difference; but it will always 
be the same. 

The President. Q. — The high railway freights have a good deal to do 
with preventing the salt travelling a considerable distance? 

A. — ^Yes. 

Q —Is it not indeed a fact that years ago it was a matter of constant 
iluxiety whether the eutvy of JBoiiibixy suit into IMuclrcis would not involve 
the closing of tho factories in Madras? 

^ Yes- but Bombay salt does not now come into Madras except to 

places on the AVest Coast wliich are nearer to Bombay. 

Q.— So long as that condition existed, it was a serious question for tho 
Government of India? 


A. ——Yes « 

Q_ ^You say it is not practicable to introduce monopoly in Madras. 

^ — jSfo; not without eiiormous expense. You have largo licensees non 
who have sunk a large amount of capital for which they have not jct got 
BiSr xXrn M^t of them hold their pans on a 25 years’ lease. You would 

have to buy them out. 
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Q. — Nearly all of llieiii are hound to .sell you at a fixed price? 

A. — No. Le.'-s than half of Ihoui. 

Q. — Ifuos liiat leave a fair profit? 

A. — Yes, it doo''’, hut \ve very seldom demand salt from them at this 
fixed price. 

Q. — If you hardened your heart and enforced it, it is luacticahlo to "ot 
control of the whole market. 

A. — It iiiif'ht lie. praclieahle to }^et control of lo-.s than half Iho 
market in this way. 

Q. — Could .YOU fiive us an idea of the sy.slcin of accounting? At 
what stage do you first hegin to account for the salt? 

A. — When it s weighoil into store. Thu Snh-lnspcetor keeps a noto 
oil the drying ground; Init tliat is only rough. 

Q. — He keeps a note of tlie .scraping.^ 

A. — Ye.s. it begins with .scraping; and tlien you come to the weighing 
of the salt into store. 

Q. — When you tally the quantity weighed into store, is any divor- 
geiico noted ? 

A. — Yes; if there is a wide divergence. When it is sold out of store, it 
is also weiglied and a certain pen eii luge is elieck-weighed. When a heaj) 
ks fully onttiiriied and all the salt in that heap sold, any diirereiice between 
the weight of the salt sold and the weight when it was taken into store hits to 
be accounted for. .Vn accoiiiii is ki*pt oi how niiicli tlie tlilfereiice is and 
what is ealled the “wastage .statement” is made. 

Sir Pcrcii ThotiijiMui. Q. — How does the .salt waste? 

A. — Some of it may ho washed awa.v l»y rain. There will also ho a certain 
nmonnt of water in the salt and if it remains for somo time, the water 
oiaporatos and the salt loses weight. 

Dr. Paiuii jpyc. Q. — Don’t .von think that too many of these weigh- 
ings and handlings of salt make the salt mneh dirtier than it need ho? 

A. — Yes; it is Iiaiidled more liotweeii I'hiiiore and .Madras than in any 
other factor.v. DuL two weighings are quite iiecessiny. that is, weighnig 
into store ami weigh’ng wlieii it is sold. 

Dr. Under. Q. — Could you rediue the cost of niaiuifactuiing salt in 
Madras? First you have got .scattered holdings for the iiianufiieturo ol 
.salt. Noiv tlie question is whether .your salt i‘aiinot liiid a market in 
Bengal. Can you .say whether there is room for iiiiprovoiiieiit. i.o., in the 
reduction of the cost of iiiaiuifaciure in Madras? 

A. — I think it is possilile to manufacture it a little more ciieapi.v. 

But I doubt whether that will make a very largo difforoncc. 

Q. — Instead of tlie.so 0-5 factories, could you not have a .sy.stcm of 

mauufaetnring on a largo .scale? Siqiposo yon reduce the nnmlior of 

factories; will you not bo alilo to reduce the co.st? 

A. — ^Ye.s; very slightly. • ' 

Sir Fercij Thompson. Q. — ks it not the co.st of transit that provenl.s 
you from .sending it to Calentla, that is, even if your .actual cost of 

mamifaeturo is nil? 

A. — Yes; it is the transit charge that makes it- so expensive. 

Dr. Ilijder. Q. — One thing with regard to the import of salt. They 
do not allow; you to laud your salt at all. The moment that the Jfadras 
salt comes in they reduce the price of the imported salt. So it is not 
entirely a question of your not being able to put your salt there on account 
of the heavy traii-sit charges. Apart from the transit charges there is the 
question of the ring not allow'ing you lb break into the arena. 

A. — ^Yes; I think so. 

Q. — You notice the variation in price in Waltair and other stations 
on the coast of Bengal, that is, with I'egavd to the iinportod salt? Do 
you think tliei-o is a marked variation in tho price of salt at Waltair 
and at Rajahmundry? 



A. The actual price of salt is higher at Eajahmimclry than at Waltair 
because there_ ^ no salt; factory at Uajahmundry while there is one at 
Waltair, Kajahmundry has to pay for transport charges therefore. The 
dilterence however is not the cost of transport from Waltair to Eaiali- 
uiundry because Eajahmundry salt comes fi-om a nearer factory than Wal- 
tair. It IS roughly the cost of transport from Uajahmundry to Penuguduru. 
the nearest factory. The cost of transport from Waltair to Calcutta is of 
course much more than_ the cost of transport from Penuguduru to Rajah- 
mundry. Tne actual price is greater in Calcutta than at Waltair. I think 
it is about 10 annas a maund there and in Waltair it is 3 annas. 

The President. Q. — Would it help 3 mu to secure the control of tho 
market, especially in the Ganjani district if jmu had bonded warehouses 


A. — As a matter of fact, without the bonded warehouses, tho Ganjani 
factories are now reviving. They have got rid of a lot of the old stocli. 

Q. — ^Would not the bonded warehouses help them further? 

A. — They might. 

Dr. Dyder. Q. — You say that the price of salt is 3 annas at Waltair 
and 10 annas in Calcutta. Have you anj' idea of the transport charges 
from Waltair to a town in Bengal? 

A. — ^No; I cannot tell you. 

Q. — The difference between the price of salt in Bengal and that in 
Madras is 7 annas. Do you think that the railwaj' charges would come 
to 7 annas a maund? 


A. — I do not know whether 10 annas is the correct figure; but I 
think by rail it will cost that, though by sea it may cost a little less. 

The President. Q. — You say ‘‘It is only^ advisable to put monopoly 
salt on tho market when the prices of excise salt show a tendency to 
ri.so.” And .you would have no monopol.v factories adjacent tojoxciso factories. 
By the time the prices show a tendency to rise, you may not bo able to soil 
j-our monopoly salt. 

A. — But that is just the time you can sell it, because j’ou can sell 
it cheaper than excise salt. 

Q. — ^^Vould it not bo simpler to keep monopoly salt steadily on tho 
market at prices which would allow- tho excise manufacturer a sufficient 
margin of profit? 

A. — Then yoii would be competing with the excise licensees and intor- 
fering uuiiecessarily with their trade. You would bo sollijig salt at a 
price which hears no relation to cost of prodact'on. Ordinarily, tho com- 
petition of cliffcront excise licoir-.ees keeps tho price down, and there i.s 
no necessity to sell Govornmont salt for thi.s purpose. 

Q_ — Is there any undonstanding among those licensees? 


A. — No; certainly not. 

Sir Percy Thompson. Q. — Do you ever sell monopoly salt at le.ss than 
tho price paid as customs duty? 

Sometime.; in tho ca'-o of old .stock wo sell at less than tho 
co.‘-t of prodnetmn. You cannot soil it nnlo.ss you .sell it in , competition 
with tho e.\ci-e licensee >. 


V— The scheme i.s that tJovernment can 
yrtir buy tho salt over which they have a lien 
as to how much .salt if any. (loverninei.t wish to 


The President. O. — Yon propo^o a .scliemo of control i)y which f under- 
stand von will retain "a lea-.o for a year, on a proportion of the excise .salt. 

At the' end of the year yon will have tho option to take it over if the prices 

aro high. 

-The sclienio i.s tliat Government can nt any tune dunny the 

- - ■ ■ ' ’• rjjn] .soil it. Tho qiicitioii 

. iiave a lien over, is ilcciiicd 

for each faclorv at the' beginn'ing of tlio year, the limit being fixed by the 
leriiis of the licence. At tho end oi the year it C!.n-ernment have not bought 
ihc suit it !■> tho nroiicrty of tho ami GovoiJuuenL ULtitlo \i thoy 

want to' iiave a lion (jver any of the new -salt for file next year. 

0 „. 1 |- stocks were shbrt .iml priics aeic liigli, uould tbcic not 
bowl Ibom the e.xc-se licensees. Would yon not hav,- to give away.-' 

I do not think s,,. This is just tlie x.rt of oaMomi 
Government would want to huy. The licensee i kiu)',; this and m.uiy 
ugrce'tl to tho condition. 


I e a 

uhen 

h.iva 
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Dr. Paranjpye. Q. — Government will be free to introduce a condition 
that Government can take it over whenever they like, if you find that 
they are forming a ring and charging unfair prices to the consumer. 

A. — This is the condition, but it is limited to the amount which at the 
beginning of the year Government considered it necessary to have a lien 
over. I do not think it is necessary to go further, because there is no trace, 
of a ring in Madras. 

The President. Q. — ^That is an outcome of the large cultivation of 
salt during the War; prior to that the prices were common, 

A.— Yes. 

Q. — ^You say that Government ought not to be a profit-maker, but 
you do not like Government selling at the cost price. Have you studied 
the Japanese arrangements where they actually abolished the duty 
but retained the Government monopolj^ in order to prevent the price becom- 
ing too high? 

A. — ^My point is that I do not think Government should depend on 
trade profits for its revenue. If the duty was abolished Government 
would lose the revenue, and would have to make it up by profits out 
of the sale of their salt. The profits would have to be large to make up 
for the loss of duty. 

Q. — Supposing you abolish the duty altogether. Ho yon think the 
consumer would benefit by the whole amount of duty? 

A. — No, I do not think so. 

Sir Percy Thompson. Q. — ^Why should not the consumer benefit? 

A. — Certainly he would get salt cheaper. But I doubt whether he 
would get it cheaper by the amount of duty. It is already so cheap that 
the” merchant would get part of the benefit. 

Q. — Surely the force of comiieb'tion would do it. 

A. — Of course there will be a reduction. I do not think there will be 
0 much reduction that the consumer would get the whole benefit. 

Q. — Generally speaking, when you put on a duty^ the prices rise by 
more than the amount of the duty; but when you take off a duty, prices 
fall by more than its amount. 

A. — I do not think this would be the case with salt. Salt is sold so 
cheaply that to give the poorest consumers the quantity they want at one 
time would involve at a reduced rate charging them fractions of a pie. 

Q. — Duty adds to the cost of production? 

A. — ^Yes, I say prices would necessarily fall, but not so much. 

The President. Q. — We come to the question of the supply of salt 
to Bengal. Do you think that Madras or Bombay could supply the quality 
requii'ed ? 

A.— Yes. 

Q. — The trouble is that you can’t get over the transport difficulty. 

A.— Yes. 

Q. — For that you would impose an import duty? 

A. — Yes ; because for Madras salt to compete with imported salt you must 
either reduce the transport^ charges from Madras to Calcutta or raise the 
price of imported salt by imposing n high import duty. 

Q. — ^Yoii say that would not affect Bengal, because the market is 
liable to violent fluctuations and in the long run a steady supply of 
local salt would be cheaper. 

A. — ^Yes. 

Q. — ^Have you any evidence to support it? 

A. — The ’only evidence is that the price of salt went to a high 
figure during the War. 

Dr. Dydcr. Q. — want to make one fact clear. Foreign salt comes 
into Calcutta on account of cheapness of freight. Does not that show 
itself in any reduction in price to the consumer? I understood you to say 
just now that tho price at Waltair was 3 annas and the price in Bengal was 
10 annas. Obviously the cheapness of tho freight is no benefit to tho con.'-u- 
mer in Bengal. 'But it simply enriches the importer. 

VII— 7o'’ 
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cheapness of freight, I mean that the freight of imported salt 
IS cheaper_ than the freight of Madras salt to Calcutta. As there are no salt 
factories in Bengal, the Bengal consumer must pay for freight and this 
means that the price of salt for him must be dearer than salt at a place 
like Waltair where there is a salt factory. The Bengal consumer pays 
for cost of production p?!/.? freight. The Waltair consumer pays only for cost 
of production. 

Q. — ^Yoiir salt does not get into the Bengal market because of the high 
freight. Foreign salt gets into Bengal on account of the lowness in- freight.- 
It holds the Bengal market, but this cheapness of rates does not really show 
itself in the reduction of retail price to the Bengal consumer? 

A. — ^It does, because if the salt came from elsewhere' the freight would be 
more and the I'etail price would be more. 

Sir Percy Thorex/son. Q. — You would expect salt to be expensive in 
Bengal as it has to import from somewhere? 

A. — Yes. Salt sells in Calcutta far loss than the IMadras price plus 
transport. That would be about 12 annas. 

The President. Q. — I think 3'ou are talking of quite a different salt. 
I think there is no doubt that you can get ordinary Madras salt in Calcutta 
a good deal cheaper than the noianal price of the Liverpool salt. 

A. — Taking into account the freight jmu mean? 

Q. — Actually you can get it at a very much cheaper price. 

A. — I am not sure. 

Q. — ^You can never do anything towards capturing the Bengal market 
with the salt as at present manufactured in Madras. 

A. — No. You will have to manufacture the quality which they want'. 

Q. — Then 3’ou will have to get it accepted bj' their market. 

A. — Yes. 

Sir Percy Thompson. Q. — ^You will have to produce it at a price winch 
together with transport charges, etc., will make it less than the foreign 
salt. That is, you will have to pi-oduce at less cost than the foreign salt. 

A. — Therefore, 1 say it is not possible to do it unless you increase 
the import duty on the foreign salt. 

Pr. Hyder. Q. — Actually the Calcutta ring keeps the imported salt at 
such a figure that the Madras salt cannot compete with it? 

A. — I do not know that. 

Q. — ^You say that it has been proved that just as pure a light salt 
can be made as heavy salt and that light salt is not intrinsically worse than 
heavy salt irresjpective of the method by which it is sold to the consumer. 
But if you take actual examples on the bazar and analj'se them, does not 
the result show that greater percentage of dirt is found in the light salt than 
in the heavy salt? 

A. — I do not think it is so. Not because it is light. 

Q. — ^\Vhat I say is the lighter salt if analysed generally proves to have 
a larger percentage of dirt. 

A. — I have not seen figures to prove that. 

Q. — ^You say that there is no truth in the statement "that because 
the retail trader lik^s to make his profit by selling light salt, he forces 
the consumer to consume light salt whether he wants it or not.” The average 
consumer is not aware of the fact that the duty is levied on the weight 
and sold by measure? 

— No. The poorest class of the consumer does not think of the ques- 
tion at all. 

Q. — You say the assumption that the retail trader can force _ a consumer 
to take anv salt which he likes for any price ho asks for :t is not true, 
but it is not a fact that the man who possesses a number of grades of salt 
can always undersell the man with one grade? 

A. — Only on tho assumption that the man with many grado.s has a 
grade of salt which is lighter and yet costs the same or loss than tho 0110 
grade salt which the other man has. Otlierwi.se, tho man with the one grade 
could afford to charge less than the other man could charge , for his Jignwjr 
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grades. You cannot force a consumer to buy a particular kind of salt. Tke 
consumer does not care for anything, whether it is light or heavy, but only 
cares for the price. 

Q. — You say that the separation of the departments has resulted in an 
increased efficiency in salt work. Is that so with regard to patrolling? 

A. — I think so. 

Q. — Then you give us a note on the supply of salt to Bengal. You say 
it is Imjiossiblo to speak positively before a thorough examination of all 
possible areas for salt manufactui-e along the coast has been undertaken. 
You suggest that the whole supply .should be taken from Madras. That is 
rather an extraordinary case. 

A. — ^It is. 

Q. — Nobody has suggested that Madras or Bombay or India should 
ever attempt to secure the whole market. 

A. — ^iVIy point is that you cannot compete with the imported salt. You 
must stojj it altogether. You have to put on an import duty ]f you 
wish to supply the Bengal market, 

Q. — You contemplate the stopijing of all imporfa by high duty, but would 
not that result be obtained bj^ simply giving the local salts an advantage 
either bs' duty or subsidy? 

A. — Yes ; but Government Avould lose revenue. 

Q. — Then you say that factories would have to be nearly doubled. That 
would mean a large recurring expenditure. Actually one big factory does 
not necessarily involve large increase. 

A. — By doubling the area of land under salt cultivation you would 
not double the expenditure on guarding necessarily but you would increase 
it very considerably. 

Q. — ^You can make a considerable increase in your larger factories. 

A. — ^Yes; but the capital cost of forming salt pans, even if additions to 
existing factories, would be very large. 

Q. — What exhausts your money is the petty factory. 

A. — That is true. 

Q. — ^You are aware of the Bunn of Cutch where you have 100 square 
miles which has got the purest salt? 

A. — ^I do not know about that. 

Q. — You have ports in Kathiawar from which you can import it. 

A. — I do not know that. 

Q. — ^AVhat is the justification for supplying dut 3 ’’-free salt for fish- 
curing? 

A. — 1 think the justification is to encourage the industrjn 

Q. — If a vegetarian takes salt he will have to pay duty, but if he is 
a fish eater he escapes the dutj% Is it logical? 

A. — 1 do not think it is logical. 

Q. — ^^Vhat is the amount which the Government of India lose on account 
of that eveiy year in Madras? 

A. — ^Neaidj' three lakhs and a quarter assuming the rate of duty to be 
.Its. 1-4-0 a maund. 

Q. — ^There is nothing corresponding to that in any other province? 

A, — ^Not that I know of. 
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29 th May 1925. 


EANGAlOItE. 


Present: 


Sir Chahles Toohukteh, 

Bijat Chand j\Xahtab 
B aliadur of BiircBvan. 


K.C.S.I., 

O.C.I.E 


•i 


I.C.S., 2^1 
JC.C.S.I., 


esident. 

r.o.Ar,, 


Sir Percv Thoaipson, k.b.b., c.b. 
Br. JX , p. Pmunji'ye, 

Br. L. K. HydeKj m.e.a. 


Sfaluirajadiuraja 


3Wr. G. T. BOAG, I.C.S,, Conunissioner, Madras Corporation, was 
again examined and gave oral evidence as follows : 

TAe President. Q.— You coiiclucted the Madura Settlement? 

A. — ^Yes. 


tinn course of that settlemejii you made sourc 

tiQu to the taxation, of non-agncultural Jaiids? 

A.— I did. 


proposals in rela* 


enough to run through the reports of the 
South African, Neir Zealand and Australian Committees with a view to 
seeing how far you tlniik those jiriiiciples could he applied to a ryotwari 
province? 

A, — ^Yes, 


Q* Yon have sent us a very rough note which, as desired, T will read 
to the Committee. 

(The President reads the statement of Mr. Boag.) 

Sir Percy Thompson (after reading the first paragraph) Q. — You should 
have done that when you classified the soils. 

A. — That was simply to see that the original settlement was fair and 
to see that it did not need alteration. 


2?r. Paranjpye. Q. — In any case, a first-class soil will always bo rated 
higher than a second-class. 

A. — Yes : in the case in iioiut, in the district which I iiad to settle, y. 
large irrigation project had been introduced and it was possible that this 
might have altered the comiiarative value of the soils. ' 

Q.— It was just to check the original cl a.ssifica lions? 


- A.— Yes, 

The President. Q.~What is going to bo the future of the Muclraa 
laud revenue system if legislation is imposed winch results in lumting all 
increases to 183 per cent and making the rates for mdividual districts, 
and St the rate oi taxation for the Presidency, subject to tho vote of tlio 

legislature? 

A— I should think that the practical effect, as far as i-esettlemoub 
operations go, would be that they will he restricted to sfing that m tho 
30 years’ settlement prices have risen by something more than 183 per ceut, 

Q. — ^In other words, each settlement will be a foregone conclusion. 

A —Yes subject to tho rise in prices. If prices have only risen by 15 
per cent you are not going to put the assessment up by 183 poi .out. 

Dr. Paranhm. Q.-You would use the ratio ISi pur cent oidy m cases 
where the assessment reaches tho half act assets Inint, 



A. — 'I'lio I'lXcU at piVs'^ont i\ Icn.^ lliaii thf valiio oi Jiall tlio 

not pmluce: and it follon.s that ii" inici':-. havo rison and tin; aH-.o^ssiiiu/it 
is raised, thd re^vdting assos-smont will still ho lovs than tho valuo of half 
the not produce. 

Q. — Sunpo.-'O at present the rate cif a-vse-Ssinent is 1 annas and |)rico.s have 
r.ot risen durinii; tho last dO vear.s: in that ease, would you advooato an 
increase in as.so>,snient? 

A. — Certainly not, heeause any inciease in aAsi-s-,iiient can only follow 
from a rise in price-s. 

Q. — There are some districts in which tho assessment may ho G .inna.'i 
in tho net assets, some others in which it may he I ainias: in order to 
level np the rates, wotdd you nialte an inereasei'' 

A. — I prestimo yon are tahintt I anna-s as a i)roportion of tho produce. 

Q. — Would you make use of the I8i per leiii at every interval of ,'!0 
years to level up the as.-.e-vsineni to the same pitelir' 

A. — I uuderslauil you to say that per cent is to he tho nm.ximum 
at any settlement: if so, the only means of levellin}^ up would he to lake 
lS;i per cent as your maNimum increase jiinl, in the ca.se of tho fiold.s which 
already approach nearer the half net, l;dte somethiiif' less. 

ib'ir Pi rcij TlKtinitsiiii. t^. — .Suppose ;is hot ween two settlenionU you had 
to limit tho iiuo. Take tho years to bo 1, dl and G1 : In year 31, you limit 
somo of tho land to 18J per cent and. therefore, compared with other land.s, 
it is under a-s-sc-ssed. Durinp; tl:e next .'10 years, there is no riso: would 
you still allow tliu 18,i per cent to tiperuto in tho Gist year so as to hriiig 
tho-so lauds to tho sumo level as those lands which wero subject to tlio 
operation of tho 18} per cent heforo and were tliercfore tindera.sse.s.sed r' 

A. — I do not tliink you could do that if Ihoro had boon no riso in 
prices. 

Q. — Uy hypothesis, your asses-ment in year 31 which wa.s limited to 
18} per cent wa.s too low. 

A. — Yc.s, but aro you justified in putting that rate on a goneralion 
later? 

The. President. Q. — The legislaiiou conlomplatcd is that at any sottlc- 
mout thcro shall not ho an increase of more than 18} per cent over tho pre- 
vious sottlomont? 

A.— Yes. 

Q. — tho settlement will bo solely on tho basis of llio prices .vithiii 
tho last 30 years. 

A. — ^That is so. 

Ur. Panuijpuc. Q. — Suppose there aro two districts, in one of wliieh 
at present tho pitch of assessment i.s 4 unmis iior rupee of tho not assets, 
and in tho other 0 annas por rupee: thcro has been no increase in jirico 
during the 30 years. Now, aro you going to uso tlio 18,} per coiit inereaso 
ill tho euso of oiio district and not in tho ca.so of the other in order to Dring 
those two districts to a level? 

A. — I do not think you can uso tho present system very well to bring 
one district on to a level with aiioUier, heeiiuso under tho iiresout system 
each district is taken entirely by itself, and the scries of years on wliich 
you calculate your pidces aro difforeiit for each district. 

Q. — It is acknowledged that different districts are assessed at different 
rates; consequently, in order to have a fail* land revenue assessment, you 
must have all the districts rated at the same pitch. 

The President. Q. — If this legislation is carried out, those inequalities 
will bo carried on to perpetuity. 

A. — I think that is inevitable. 

Q. — ^What do you coutemplate would be the result oil laud revenue 
generally of the introduction or such legislation? 

A. — If we keep the present system? 

p. — ^It would perpetuate inequalities so long as the increase of prices 
continue as at present, and it would he an expensive way of arriving at a 
foregone conclusion. 

A.— Yes. 



Q. — It iiiiglit 

not a tax on tho 


A.— Yea. 


create (lillicultios 
conummity aa a 


in having tho logialative body voting. 
n’ixoJo, but a tax on aiuglo districts. 


Q.— Wluit is your view in regard to tlie practicability of aubstitutine 

a tax assessed on tho capital value of land as in the colonies? ^ 

. It can undoubtedly bo done: but boro tho actual iirocosses of valu- 

ation would ontail a great deal of work and would cost just as much as 

a rosottlomont. ■* «» 


Q. — Would it cost more? 

A. — 1 do not sec why it sliould coat moro. 

The Maharaiadhimjn linhaihir of Ifunlimn. Q.— If it were to cost as 
niucli^ CIO you think thut tho htihiucc oi lulvniitago would bo in favour of 
your present system or one of tho -svateius in vogue in other parts of tho 
world? 


A. — I think tho balance of advantage is in' favour of a system of taxa- 
tion of values, if tho cost he tlio same. 

Q. — ^Your personal opinion is that an asse.ssmejit based on a valuation 
of tho laud made according to one of the systems now provalent in other 
parts of the world is preforalilo to tho existing system? 

A. — I think it is moro satisfactoi-y certainly. 

The President. Q. — On tho ground that it would I )0 uniform, would bo 
voted as a tax for the Presidency as a whole aud would be useful for other 
pui-poses. 

A. — Certainly. 

The Maharajeidhinija JJahudur of Burdivan. Q.— Would such a change 
bo looked upon politically with favour in your province and would people 
welcomo it? 


A. — I find it difficult to answer the queatiou; 1 have not discussed it 
with anybody. 1 do not see any reason why there should be a,ny poJifcic.aI 
objection to it except a general dislike to any change. 

Q. — People have been accustomed to paying laud revenue in a particular 
fashion aud tho s 5 'stom whicli is now in'evuleut in other parts of the- world 
would, in. the beginning, be looked upon as a novel system; but apart 
h’oni its being looked upon politically with disfavour, would tho people f.aro 
worse or bettor, that is to say, would tho incidence per head bo more or 
less? 


A. — As far as the incidence per head is concerned, I should think it 
would remain about the same. There is one iioint I should like to mention, 
i.e., under tho present system every landowner knows from the date of 
a resettlement exactly what he Avill have to pay for the next 30 years; under 
either of the systems which have been suggested, he would not have that 
certainty, because the tax might be raised every year if Government a’ent 
short of money. 

Q. — I think even in temporarily-settled areas in your province there is 
a general desire for permanent settlement. 

A. — There is. 

Q —Apart from landowners in temporarily-.settled areas, do you think 
that the tenants would favour any scheme of settlement under which they 
would bo subject to a change in the rent-roll every year? 


A.“No. 

0 —Supposing a i-j-ot knows that ho would have to pay Ks. 10 every 
vear for thirty years; probably under the new system, the assessment 
might xeraain the same; still, if the ryot has a feeling that one year it 
inisht be Rs. 9 aud another year lo might be Rs. 11, do you think ho 
would welcome such a system? I think he would rather prefer a tax that 
remained stationary for 30 j-ears whether it be Rs. 10, Rs. 11 oi Rs. 12. 

A ^Tho element of certainty is a point in favour of the present system, 
o’— It is important -to know what the average ryot in your ryotwari 
itnetJnll iSf the matter. This kind of settlement we do not 

have in Bengal. • , , 

A— I imasxiue the ryot would say that ho wants a permanent settle- 
ment; failing a povnuinent settlement, I think he would' say that he would 
prefer to go on as ho is. 



Dy, Paranjpye. Q. — Although the total amount of land revenue olv 
tallied might remain the same, it would bring about a greater equality of 
burden. We have been told that in the Madras Presidency land assessment 
varies anything from about 2 annas in the rupee to nearly 6 or 7 annas in 
the net assets, 

A. — ^May be. 

Q. — ^When we have your system, the tendency will probably bo that 
the people who pay at present 2 annas will have to pay more; on the other 
hand, people who have been paying 6 annas will pay less. Some poupla 
would benefit, others might suffer. 

A. — ^It is rather difficult to make a comparison from this point of vieir. 
I should think that the general effect of any taxation on the basis of valu- 
ation would be that the owner of the most valuable land would pay more 
than he does now, and that the owner of the least valuable land would pay 
leas. 

The President, Q.- — If one di.strict is very much underassessed as com- 
pared with another, the result of the introduction of a valuation system 
would be to level them up. 

A.— Yes. 

Q. — The district that is underasses.sod w'ould object, and that which 
is over-assessed would welcome it. 

A. — do not admit that any district is over-assessed. 

Dr. Paranjpye. Q. — If we get a flat rate, you would admit that some 
districts will benefit and that some others will suffer? 

A. — I would say that the poorer land in each district might got off 
more lightly than it does now while the more valuable laud may have to 
pay more. 

The President, Q. — Is there any relation between land assessments as 
between districts? 

A. — ^As a matter of fact, I think there is. I do not think there is very 
much difference between the assessment in one district and that in another, 
but i only know a comparatively small part of the Presidency. 

Q. — Suppose in one district you get a settlement which gives an in- 
crease of 67 per cent which is reduced to 18^ per cent : in a district 
which was settled before, suppose the increase was 37 per cent and you 
ordered 25 per cent to be taken. One would suppose that the former 
district was underassessed comiiared to the latter, while the actual calcula- 
tion would show that the former district woxild pay more. 

A.— Yes. 

Dr. Paranjpye. — Gujarat is heavily assessed: on the other hand, the 
Deccan and the Southern Mahratta country are lightly assessed. 

The President. Q. — The policy of assessment has valued from year to 
year? 

A. — ^Undoubtedly it has. 

Q. — ^Would you prefer a valuation of annual values or capital values? 

A. — ^I do not quite see how you could arrive at a valuation of -annual 
values. 

Sir Percy Thompson. Q. — ^How can you get the capital value without 
arriving at an annual value? , 

A. — ^I should think that you could get at the capital value from the 
actual value of lands which have changed hands. 

Dr. Paranjpye. Q. — Land is priced, not only for productivity, but for 
various other purposes? 

A. — ^If you take the capital value of land, all these things ought to be 
taken into account. 

The President. Q. — I under.stand you would arrive at it by taking the 
taram in which the land is at j^resent classified. 

A.— Yes. 

Q. — ^Practically the valuation would be for a taram and Arould be more 
or less uniform in a village? 

A. — ^Yes, probably. 



clo would be to take the valuation ot one taram and 
then tiy to ascertain by registered documents what the value of the laud 
ui that famm has been registered at? ^ 

A. — ^Yes. 

Q.— How do you proceed to get the annual value of land in a narti- 
cular taram? 

, -.A”!, suppose you would have to try and find out the rent of the 

iand in the particular taram. But there you are up against the difficulty 
that a very large proportion of agricultural land is rented not for a fixed 
money or for a fixed quantity of grain but for a share of the crop 
which varies very much. 


Dr. Paranjpye. Q. — At half shares? 

one-third, one-fourth and so on. I have known of cases 
where it is as much as three-fourths to the owner. 

Sir Percy Thompson. Q. — ^What is precisely the difference between net 
assets, the rental value and the annual value? 

A. — ^There is no difference. 

Q; — You say that the net assets are ascertained over the whole ryotwari 
area in the Madras Presidency? 

A. — ^In theory, 3^63. 

The President. Q.- — But the net assets are valued with reference to 
certain standard crops irrespective of what the land is used for. 

A.— Yes. 


Sir Percy Thompson. Q. — Do you agree that the capital value in the 
case of agricultural land must bear very nearly a constant relation to the 
land revenue? Capital value is the capitalization of future profits and 
future anticipated profits. How would you ascertain what those future 
profits would be? I suggest that what is sold is a piece of land which is 
subject to land revenue. If 3'ou are going to abolish land revenue, thou 
your capital value will become entirely different, 

A. — ^Yes. 

The President. Q, — ^Whether you are proceeding on capital value or 
annual value, you are enquiring into the other and taking the results. 

A. — Yes, 

Q. — ^With regard to the question of imiirovements, I think this is siie 
only province which takes them into account. 

A. — Yes. 

The Maharajadhiraja Pahadnr of Durdxvan. Q. — Suiipose a tenant in 
the ryotwari area made an improvement by way of digging a well within 
the period of settlement, it is not taken into consideration at all. 

A, — Yes. If we find that the land yields a better crop and is more 
fertile, we say that we will not charge it a higher assessment on account 
of the increased fertility owing to the improvements. 

The President. Q. — Practically the only allowance that you make is for 
a well? 

A. — ^I would not go quite so far; for, suppose a good farmer has manured 
his land heavily, we should not on that account raise the assessment on his 
field. 

Dr. Paranjpye. Q. — ^How long do you exempt these improvements? 

A. — ^In Madras they are exempted permanently. 

The President. Q. — ^If your valuation and the application of the rate 
showed that certain lands have been considerably underasses'cd, do you 
think that political pressure would bo brought to bear to siich an extent 
tiiat the Government will yield to it and alter the valuation? 

A. — ^I do not see how they can alter the valuation. 

Q.— You do not consider it desirable that the present inequalities .should 
bo perpetuated? 

A —No; it seems to mo that if the _ Government sends out a staff to 
value the land and provided the valuation is done satisfactonlj’, the valualtmi 
ipusfc stand. 
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Sir. Percy Thompson. Q. — Suppose j’^ou have this capital value system 
aud you do find that in certain cases it does result in an increased assess- 
ment. Noiv, the politician who now says that it should not be increased 
more than I85 ,or whatever it is, would he not then, for the same reason-^ 
whatever it be — raise his voice if you have got the capital value? Why is 
he going to take a different attitude then? 

A. — One way of meeting that would be to limit the amount of increase 
that they would take. I do not see how they could say that you should lower 
the valuation in an arbitrary way. 

Q. — ^Now the politician conies in and says; “You shall not increase the 
tax”. Will you not be in the same position as in the other case? 

A.— Yes. 

The President. Q. — ^Would it not be more difficult for the politician, 
when you have a uniform rate of tax, to make a different case for exempting 
one particular case? 

A.-^I think it would remove the danger of differentiation between dis- 
trict and district. 

• 

Q. — Can you definitely say how the rates on similar land in different 
districts actually in force at the present day compare? 

Al — ^As I said just now, in the few districts that I have seen, there is 
vei’y little difference. 

Q. — ^There are no data by which you can effect a comparison. 

A. — No; unless 5'ou examine the various settlement reports. 

Q. — ^Would you mind developing your scheme? 

A. — ^You have got for every district a table of rates based on the pro- 
ductive capacity of the soil; and, as far as I know, the only reason why 
the rates in one district differ from those in another is, because the com- 
mutation rate was based on the prices prevailing in a different series of 
years. 

Q. — Is the difference not also due to the fact that, as another Settle- 
ment Officer said, whereas the commutation rates are based upon normal 
food crops; a lot of these lands have acquired a special value because of 
the industrial crops? 

A. — That I do not know, I know that in a great part of Madras 
cotton is grown. But cotton is never grown twice running on the same 
land. It has always in rotation with a food crop. 

Q. — Are there not cases in which the process of adjustment following 
the settlement classification has been altered for i-easons not apijlicable 
to the classification at all? 

A. — ^Yes, that is so. But my point is rather this : that after all these 
things have been carried out, you do get a table of rates which does fairly 
represent the fertility of the diSeveiit soils. As 3'^ou go down the table, 
the rate reiiresents for each taram a fair proportion of the net proceeds. 

Q. — ^You modify that table of rates with reference to the further com- 
mutation table taken for all the distincts? 

A. — ^I take the same series of years for all districts. And if it is 
brought to notice that in any particular place the rates were unequal or 
unfair, there will be a sijecial enquiry into that. 

Sir Percy Thompson. Q. — The advent of a railway, for instance? 

A.— Yes. 

The President. Q. — Having standardised your assessment throughout 
the Presidency', would you then advocate income-tax on large agricultural 
incomes ? 

A. — I have been thinking about that; and I find it very difficult, un- 
less you are going to assume that the agricultural income is a certain pei’- 
ceutage of the standard rate, to ai*rive at the income. 

Q. — ^You may have some such assumption as thej' have in England. 

A. — ^Yes. Of course, the difficulty liei'e is that in so many cases the rent 
is a share of the crop. 

Q. — ^You may take a fi-action of' the land revenue subject to the option 
of producing accounts. 

A.—Yes. 
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basis, Avoultl it be more or less difficult to ascertain aeri- 
cultural incomes than it is to ascertain incomes from trade? 

.boutiTbLift WaX'ett? “‘f I 

Q-— Could you give us an idea how you would find out the person 
liable to income-tax on his agricultural income alone and a person liable 
to income-tax on his agricultural income added to trading income? 

-A-.— I suppose you will have to rely upon your village officers to a very 
large extent to send a return of the names of persons paying more than a 
certain amount of assessment. 


Sir Percy Thomjjson. 
a small amount of rent, 
income of Es. 2,000 from 


Q. But would not there be eases ranging from 
say, Rs. 50; but he might be liable if he gets an 
other sources? 


But I think you could get all those cases returned from the 

villages. 


The President, Q, — Actually you have a record of all land assessments? 
A.— Yes. 


Q- — lu the case of a trader who has a small area of land, you would 
always have his name in the original village, wherever he may reside. 

A.— Yes. 

Sir Percy Thom 2 }son. Q. — ^Wliat do you mean by the paragraph at the 
end about registers ? 

A. — That at least half of the woi’k of resettlement is bringing up to date 
all tlie registers of landowners. 

Q. — ^In other words, they are not so at present? 

A. — In many cases, they are left from one settlement to the next. 

Q. — Would not that be rather a slender basis to assess income-tax on? 

A. — ^Yes ; you must devise some means for keeping them up to date. 


The President. Q, — It is part of the duty of the village officers to 
keep the records up to date. 

A. — They all have private registers. 

Q. — May we come to the question of the separation of charge for water 
from land revenue? It has been suggested to us that if this new legislation 
is introduced, in so far as the combined charge for water and land continues 
and in so far as, in the case of all new works, you have to introduce the 
separate water-rate because the combined charge would not pay the cost of 
the works, you must have an increasing divergence between the charge for 
water on the older lauds and the charge on the new schemes. 

A. — ^Yes. 


Q. — ^And the only way to make things fair, if you have this 18| limit, 
is to separate the charge for water from the charge for laud; otherwise the 
existing wet land will be perpetually underassessed when compared with 
the rest, 

A. — ^Yes; but I have not been able to see how in the case of the old 
irrigated land you can separate the charge for water from the land assess- 
ment. 

The Maharajadhiraja Bahadur of Burdxmn. Q. — ^It has been suggested 
to us in certain quarters that although it may be desirable to separate the 
t-^vo — the water-rate and the land revenue — owing to certain practical diffi- 
culties, it would be better to leave things as they are. You have stated 
just now that you have also taken these difficulties into consideration. And, 
in view of those difficulties, do you still think that the separation would 
be practically possible? 

— I do not think it is practically possible. 


The President. Q.-^The alternative is that you go to a district which 
is now grossly underassessed because you are taking a share in the watei 
and you say you are never going to raise the assessment beyond 18^ per 
cent ? 

A —I do not think it is possible. I think the present consolidated 
assessment should continue. 

0 — May we come to the assessment of non-agncultural lands? Could 
you tell me what was the procedure adopted in Madura district? 
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A . — propobtil was to assess all lands adtliiu tlio limits of the towilS 
as building land and not as agricultural laud. 

Q. — ^That would bo a taxation nieasuro? Now would it be fair to apply 
it equally to the lands which aro paying heavily to the Government and to 
lands which are not? 

A. — ^The ground rent is liable to revision at resettlement; you might 
lower or bring the assessment on other lands up to the same level. 

Sir Fercu Thompson. Q. — ^You have three pieces of land: one piece of 
land is charged 4 annas, another piece of lancf is let at Rs. 200, and the 
third is an old village site free of revenue which has since been let bj' a 
private owner at a fixed rent of Rs. 200. AVhat is to be the tax on the three 
pieces of land? 

A. — I am not sure how far you are entitled to touch the free site. I 
doubt if you aro entitled to charge anything at all. 

Q. — By way of a general tux? You must ta.v on tlie same principle, on 
identical value. 

A. — ^Then they ought to pay the same tax. 

Q. — Now a remedy has l)eeu suggested. You might deduct the rent ijaid 
to the Government until a new revision comes in. If you suggest you should 
deduct Rs. 200 paid to Government, you should similarly dcdiict Rs. 200 
paid to the private owner? 

A. — I think so. 

The President. Q. — Can you tell me what happened in the settlement of 
town lands in Afadura town? Did you revise them? 

A. — I revised the rates on sites which were already assessed to ground 
rent. 

Q. — On what basis? You did not bring them to rack-rent? 

A. — think so, if I remember right. I proposed to increase the 
ground rents by the percentage of increase in the value of the land or 
something of that sort. T cannot remember exactly. 

Q. — ^You would introduce a special rate for land assessed at agricultural 
rates r 

A. — ^Yes. 

Q. — AVill it bo a tax or a ground rent? 

A . — A ground rent. 



Q. — Ou that basis, would it be more or less difficult to ascertain agri- 
ultural incomes than it is to ascertain incomes from trade? 

A. — ^If you tako agricultural incomes as a fraction, of the assessment, I 
hould think it would be easier, 

Q. — Could you give us an idea how you would find out the person 
lablo to incoine-tax on his agricultural income alone and a person liable 

0 income-tax on his agricultural income added to trading income? 

A. — I suppose you will have to rely upon your village officers to a very 
rrge extent to send a return of the names of jrersons paying more than a 
ortain amount of assessment. 

Sir Percy Thoiaiison. Q, — But would irot there be cases ranging from 
small amount of rent, say. Rs, 50; but he might be liable if he gets an 
iicome of Rs. 2,000 from other sources? 

A. — ^But I thhrk you could get all those cases returned from the 
illagcs. 

The President. Q. — Actually you have a record of all land asses-sments? 

A.— yes. 

Q. — In the case of a trader who has a small area of land, yon would 
ilways have hi.s name in the original village, wherever he may reside. 

A.— Yes. 

Sir Percy Thompson. Q. — What do you mean by the paragraph at the 
snd about registers? 

A. — That at loa.st half of the work of resettlement is bringing up lo date 
dl the registers of landowners. 

Q. — ^In other words, they arc not so at present? 

A. — In many civses, they are left from one settlement to the next. 

Q. — Would not that bo rather a .slender basis to u-ssess income-tax on? 

A. — Yeo; you mu.st devi.so some moans for keeping them up to date. 

The 1‘rr.yidcnt. Q . — It is part of the dxity of the village ofiicei’s to 
ioep tlio records vip to date. 

A. — They all have private registers. 

Q. — May we come to tlie ciuc-stion of the separation of charge for water 
’tom land revenue? It has boon sugge.sted to us that if this now legislation 
s introduced, in so far as the com\)ined chai'go for water and land contimies 
uid in so far as, in the case of all nexv works, you huvo to introduce tho 
■eparato water-rate because tiie combined charge would not pay tho cost of 
.he works, you must have an increasing divei'geixce Ixetwecn the charge for 
ivater on the older lands and the charge on the now schemes. 

A.— Yes. 

Q.~ And tlie only way to make things fair, if you have this 18i limit, 
s lo soitarate tlie cluugo for water from the charge for laud; otherwise the 
isisiiug wft land will be per})ctuaUy uiulcra-sessctl when comi)ured with 
.ho list. 

A. — but I h.ive nut been able to see bow in tho case of tho old 
ivrig.ucd land yoxi can separate the charge for water from tho land assc.ss- 
ncnl. 

The Miihttnij'tilhi><i)ii lUthttdnr af lJurduaii. Q. — It has Leeu suggestcil 
ni Us in cfi'i.tiu tinartcrs th.vt although it may be desirable to separate the 
L'.vo — the w.Uer-rale anti the land revenue — owing to certain piiictical dilli- 
■ultic. it would be belter to leave thing-, a., they are. You liavo .stated 
ni-.t. now ih.it you have also taken ihe.se dilficultie-s into eonsideralion. And, 
in vio'.v of tlu.n' ditheiillies. ilo yon .still think that the separation would 
'.I, ju .n tii.vliy po'sible.-' 

A. — 1 do mil think it is inaetitally possible, 

Th'- Prrudttd. Q.— The .dternative e, that you go to a district which 

1 i.'i.i ,’.i< '..iy uudvtM.' -es-setl bee.tic-e jou ale t.iking a .sh.ue in the water 
lU'i ’.tea • .iv you .lie ui>‘.er going to v.vise the .i,-.e,-,inent beyond 18i per 

A."-I do not tUiiii; it t> pte.ible. I think tho pre.cnt com.olidatcd 
. e-j-'iiat •i.o'ild loatintie. ' 

tt -M.^y -HO to il.e . 1 -a- .■uicnl of lion-.i'ti it iiltui .tl Jam! ,? fAujld 

teli :'..e it t-.s. the ptovcdure adopted in M.vdur.v di.4trics.f 
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A. — ^My proposal was to assess all lauds withiu tho limits of tho towiia 
as building laud aud uot as agricultural laud. 

Q. — That would bo a taxation measuro? Now would it be fair to ap])Iy 
it equally to the lauds udiich are paying heavily to the Govei'mnent and to 
lauds which are uot? 

A. — ^The ground rout is liable to revision at resettlement; you might 
lower or bring tho assessment on other lands up to tho same level. 

Sir Ferci/ Thnmijson. Q. — You have three pieces of land: one piece of 
land is charged 4 annas, another i)iccc of land is let at Es. 200, and the 
third is an old village site free of revenue which has since been lot by a 
private oAvner at a fixed rent of Es. 200. What is to bo tho tax on the three 
pieces of land? 

A. — [ am not sure how far you arc entitled to touch the free site. J 
doubt if you are entitled to charge anything at all. 

Q. — By way of a general tux? You must tax on tho same principle, on 
identical value. 

A. — Then they ought to pay tho same tax. • 

Q. — Now a remedy has been suggested. You might deduct tho rent jiaid 
to tho Government until a now revtsion comes in. If yon suggest you should 
ilcduct Es. 200 paid to Government, you should similarly deduct Es. 200 
paid to tho private owner? 

A. — think so. 

The Prcsklcnt. Q. — Can you toll me what happened in the settlement of 
town lands in Madura town? Did you revise them? 

A. — I revised the rates on sites which Avero already assessed to ground 
rent. 

Q. — On AA'hat basis? Y'ou did not bring them to rack-rent? 

A. — I think so, if I remember right. I proposed to increase tho 
ground rents by the percentage of increase in tho value of the land or 
something of that sort. I cannot remember exactly. 

Q, — ^You Avould introduce a special rate for land assessed at agricultural 
rates r 

A.— Yes. 

Q. — ^AYill it bo a tax or a ground rent? 

A. — A ground rent. 



564 


4th JiiLy 1925. 

BANGAIORB. 

Present: 

Sir CuAUi-Es Todhunter, k.c.s.i,, i.e.a., President. 
Sir Percy Thomi'sox, k.b.k., c.u. 

Dr. D. P. P.\RAN.U>YK. 

Dr. L. K. HydeRj At.E.A. 


ISr. G. G. SIM, C.I.E., I.C.S., Pinancial Commissicner of Railways, 

was examined. 


V/i’itten Eaemorandnm of Mr. Sim. 

Statement of case . — ^The papers accompanying tiro Board’s memorandum 
on the subject of taxation of railways by local authoritie.s (which were 
submitted to the Indian - Taxation Encjuii-y Committee in February last) 
explained the case. The railway administrations have been watching ■with 
some concern the gron-th iir amount of taxes imid to local authorities and 
the tendency towards exploitation of railway property in the interest of 
the finances of local authorities which is becoming increasingly manifest. 
The protection to railway administrations from local taxation provided 
in the special machinery of the Indian Railways Act has_ been found to 
he illusory in many instances, and the attempts made in the past _ to 
place matters on a proper footing have not proved successful. In view 
of this, the Railway Board desire to emphasise the desirability of taking 
steps to protect railway revenues from fui-ther exploitation. 

2. As stated in the memorandum, the railway administrations recognise 
that they are liable, as units of the general public, for all taxes of a 
general nature and for a service tax where the particular service is rendered. 
The railway administrations vei-y often make their own arrangements for 
consei'vancy, water-supply, lighting, drainage, etc., and as these special 
arrangements mean the incurrence of considerable expenditure by the rail- 
way administrations, and are usually in place of the (freciuently less efficient) 
services rendered by the_ local authorities or are such as would do away -with 
the necessity of the sep'ices being rendered by the local authorities, the right 
of the railway administrations to retain the power to accept or reject the 
amenities provided by the local authorities should be conceded. It happens 
also sometimes that a railway colony which is situated outside the limits 
of an adjoining mimicipality is included -within the municipal limits, Avith 
a view to rendering the railway administration liable to jiaj' the municipal 
taxes. Under the existing law, the Local Governments are final authorities in 
the matter of determining municipal limits, and sometimes the railway ad- 
ministrations are much against their washes brought within municipal 
limits. It should be competent for the Government of India to allow a rail- 
way administration to remain outside a municipal enclave if it chooses to do 
so, and sufficiently good grounds exist for such a coui-se. 

3. Practically all the rail\yays in India are the property of the State, 
and on general grounds it is inadvisable that any Government, subordinate 
or superior, should tax another. However, the liability of a railway 
administration as a rmit of the community to the payment of general taxes 
to a municipal body has been admitted in the past, and it is of little use 
now to suggest a reversion of that general decision. It is advisable, how- 
ever, to restrict, as far as possible, local taxation upon railways- owmed 
by the State; any increase in the volume or extent of such taxation must 
necessarily reflect upon railway revenues to replenish which the railway 
administrations could only have recourse to enhanced rates and fares. 

4. It is further desirable that definite rules should be laid down regard- 
ing the liability of railways to municipal taxation. The practice differs in 


iliU'ereut i)roviiuos. In iimvim-cw tiiu laxatioJi iii»i)oar.s lo l)0 aoiiliiu'il 

to land occupied by biiildiiig.s, wliilo in .sonio cases taxation lias lioon iiiiiiosod 
oil all railway laud within municipal limits. In other provinces, again, 
“waste” laiuf is exempt from taxation. The method of assessing, again, 
larics in almost every province. 

5, As shown above, the railway administrations aro usually responsible 
for the .sanitation, etc., of the land occupied by them, and it apiioars 
reasonable tliat railways should not bo called ujioii to contribute toivards 
tho cost of direct servico.s sueli as cou.servaiiey, water-supply, etc., except 
ill eases where sueli service.^ are direetly remlored to them liy llio munici- 
palitie.s, in which eases it would largely lie- a matter of contraeb. Their 
eontribution to the general taxation should he resirieted to their a])pro- 
priato .share of muiiieiiial expemliture apart from such direct services. 

0. Again, some dilforeni iation from the rest of the eommunity should 
still bo made in tho troaimeut of railway property for purpo.ses of taxation, 
as a railway administration is a puhlic utility institution like a munici- 
pality (or other local autliority) and the pre.-icneo of the railway coulrihulcs 
to tiio prosperit3’ and develo/mimit of lli<> municipality (or other local 
authority). For inflame, it would not he iinrcasonahlo to claim exemp- 
tion from municipal taxes for raihva.v hiiihlinj's and structures which aro 
provided free of charge to railway jia.v^cnger.'. lor their comfort and conve- 
uieiico, .such lus, waiting rooms, platforms, refresh men b rooms, etc., and for 
hospitals, dispensaries, schools, etc., provided In' the railway administrations 
for tho heiiefit of their eiiqiloyees. Again, uncovered lands, lands taken 
up for track, sorting and niar.-.lialling .vard.s, sidings oiiLside .station limits, 
etc., should be exempt from luxation, as local authorities cannot conceiv- 
abl.v be oxpcctetl to render an.v service in re;.[)ect of this ela.ss of land, 

7. “.^^arket value”, which .sometimes forms liie basis for the valuation 
of railway properli', is iiioiinitable in its ajiiilication to railway propert.v, 
in wlioso'oase the “capital cost” is the oiili' correct factor for the a.s,se.‘-.s- 
mont iiaj'abio b^* railwaj' administrations. 

S. Under tho existing law, tho .special protection to railways tuko.s two 
forms, viz., (1) tho liahility of a raihva.v adiiiiiiistration slioiild ho notified 
by tho Ooveriiment of India, and («’) an apiioal is provided to an oHieor 
appointed under section Ido of tho Iiulian Railways Act. Tho ajipoals 
to tho .special oflicors appointed uiidor section l.'Io of tho Indian Hallways 
Act very often result in adverse deci.sioiis to tho railway administrations, as 
tho officers (who hear tho aiipeals) woro at ono slago or other of their 
official sorvico connected with local bodies and aro naturally pro-disposed 
in favour of local hodie.s. If defmiio and clear nilc.s could ho hud down 
to regulate tho classes of railway' properL}’ to bo taxed, and their valua- 
tion and assessment, a.s well as other matters pertaining to ta.xation of 
the railway administration.s hj' local aiithorities, thcro will bo no necessity 
for the Government of Indiaks inlorvontion in declaring tho railway adminis- 
tration’s liabilitj' to tho paj'inent of anj’ local tax. 

Tcrtaiiial taxes . — Certain paper.s on thi.s subject liavo already licen 
supplied to the indiaii Taxation Eiujuir.v C’omiiiittco. Tho Hailway Board 
in their letter No. 2.5:5d-F, dated the 9th February 1925, to fJio Comiiiitteo 
have also expressed the opinion that “terminal taxes on goods and pilgrim 
taxes on passengers collected through tho railway administrations are, in 
fact, taxes on transportation and as such aro wrong in principle.” 

2. Ono of tho results of the unification of the country arising from tho 
British administration was the abolition of tho nnmorous transit duties 
which till then liad chocked tho cireulaiion of goods. Tho present 
terminal taxes arose out of the old octroi or town duties. Those town duties 
wore frequently the subject of discu.s.siou, Imt tho principle maintained 
by the Government of India was eiiuneiutcd by Sir Charles Trevelyan when 
introducing his Financial Statement in 1864, viz. — 

“Tho principle that town duties uro a tax on the consumption of 
the towns for whose benefit they arc levied and that they should, on no 
account, he extended to any article belonging- Lo tlie transit or general 
trade, ought to be jealou-sly guarded.” 

Ill pursuance of this principle the Ooveniiuent of India laid down the 
following conditions’* to be applied when imposing an octroi: — 

“(i) The articles taxed should be the main staples of local consump- 
tion and should he as few as possible, and 


*Hoino Department Resolutions Nos. 55-60, dated the 24th April 1899. . 



(ii) tlie utmost facilities slioukl be given by way of arraiigemeuts 
»)itlier for passing articles through town limits under bond or for facile 
refund on exit of duties lev'ied on entrance.” 


. the Government^ of India strongly opposed the substitu- 

tion of terminal taxation for octroi or town duties levied by municipalities 
on the ground that it was of the nature of a transit duty and that this 
form of taxation did not conform to the general principles laid down for 
tae^ levy or octroi dutieSj viz . 3 that such duties should be restricted to a feiv 
articles of local consumption and should not be imposed upon articles of 
general commerce or interfere ivitli the natural course of transit trade. 
Hie wliole question was, liowever, raised bj’’ tlie Jjocal Governments in 
1910-12, there being a strong opinion in favour of the former form of 
taxation. The objections taken to the octroi system were that it could 
not be worked ivithout grave abuses, great exjieiise and failure to secure 
one of its professed advantages, viz., that it should not tax through trade. 
It was pointed out that though octroi theoretically imposed no burden on 
through trade, the refunds to which exports were entitled under the system 
were for various reasons not obtained in practice, and the system gave the 
amplest opportunities for peculation and caused the most serious inconve- 
nience and delay. A system of a light all-ronnd terminal tax on imports 
with no refunds was accordingly advocated. 


4. In view of the iinineuse volume of practical exiierieuee and the 
practical nnaniinitj' of Indian opinion against the system of octroi taxation, 
the Goveriiinent of India in 1913, ivliile not abandoning the principle of 
exemption of transit trade from municipal taxation, agreed to the imposi- 
tion of a terminal tax as being one which was on the whole less likety to 
be burdensome on such ti'ade than octroi with a iiroblematical refund. In 
accepting the principle of a terminal tax in lieu of octroi, however, the 
Government of India stated that it appeared essential to them that “fco 
justify Such a change in system the rates of terminal taxes should be 
substantially lower than the existing octroi, and that a tax of this descrip- 
tion, which might be accepted without demur at a low rate, was open to 
serious objection when the rate was high in the case of commodities in 
which there was a through trade.” 

5, On 6 th July 1917, the Government of India issued a memorandum 
of principles governing the imposition and collection of terminal taxes for 
the guidance of the Local Governments. The more iiuportant of these 
principles are — 

(1) That in municipalities where octroi has not previously been levied, 
the previous sanction of the Government of India must be obtained to the 
imposition of terminal taxes; 


( 2 ) that the tax should not necessarily be looked ujjou as a step 
towards an increasing degree of direct taxation but may be introduced 
merely in order to replace octroi, provided that the receipts from the 
terminal tax do not materially exceed those from the octroi which it 


supersedes ; 

( 3 ) that it should ordinarily be imposed on imports only, but that 
there is no objection to the taxation of exports as well as imi>orts in places 
•where the mnnicipaliby is a large centre of export trade; 

( 4 ) that the taxation of salt, opium and excisal)lo articles, including 

materials used in their manufactures and mineral oil, should always be kept 
at a low figure; „ j 

( 6 ) that refunds in the usual sense of the term will not bo allowed; 

(6) that the articles to bo taxed should, as far'.as possible, be adapted 
to the railway classification of goods. 

6 . The rules of 1917 were iiitoiulcd at blic time to provide the neces- 
sary safeguards to secure tliat tlio tax was kept liglit, that it was worked 
as simplv as possible and that the convenience of railways, through whose 
ageuev it was to ho collected, was always consulted. The position was, 
however, altered with the- iiitrodiictioii of the Jlcfoj-nis, and, as alrpidy 
stated, these rules, which wore de.siguod as safeguards in prc-lleiorni day.s, 
are no longer binding upon the Hefornied Goveruincnts. Under clause (u 
of sub-section (3) of section 80-A of the Govornnient of India Act, provincial 
legislation imposing or authorizing the imposition ol a new tax requires 
the previous sanction of the Goveruor-Genoral unless the tax is schcc nl^ 
as exempted from this provision by rules under the Act. ilio Scheduled 
Taxes Rules, which were made under the power hereby conferred an 
Avhich camo into bperalion concurrently with Lho lefonnud conatitutieu 



as a wliole, empower the Legislative Council of a province, without the 
previous sanction of the Govornor-Genei-al, to make any law imposing or 
authorising any local authority to impose for the iivxrposes of such lo(^l 
authority any tax included in Schedule _II to the Rules. One of the 
taxes included in Schedule II in its original form was “a terminal tax 
on gooxls imported into a local area in which an octroi was levied on or 
before the 6th July 1917”, the effect being that a local legislature became 
competent to legislate without the previous sanction of ' the Governor- 
General for the imposition of terminal taxation in such areas. The practical 
result of the provincial legislation undertaken in iiursuance of this provi- 
sion was to enable terminal taxation to be imj)osed in such areas without 
reference to the Government of India, while the imposition of terminal 
taxation in cases in which legislation authorising the same required the 
previous sanction of the Governor-General was normally made subject, by 
such legislation, to the previous sanction of the Governor-General in 
Council, the net effect being that the Local Governments became competent 
to impose or sanction the imposition of terminal taxation in local areas in 
which an octroi was levied on or before the 6th July 1917 without reference 
to the Government of India, U'hile in other areas the previous sanction of 
the Government of India remained necessary to the imposition of terminal 
taxation. It appeared to be anomalous that while the Local Governments had 
the unlimited right to levy and vary terminal taxes where there had been 
octroi on or before the 6th July 1917, they should have no_ right to revise 
a terminal tax where it has since that date been imposed with the previous 
sanction of the Government of India. Entry 8 in schedule II to Ihe 
Scheduled Taxes Rules was accordingly amended in 1923 so as to read — 

^ “A terminal tax on" goods imijorted into or exported from, a local 
ai’ea, save where such tax is first imposed in a local area in which an 
octroi was not levied on or before the 6th July 1917”. 

The result of this entry and of the ijrovincial legislation enacted in 
pm-suauce thereof is that a reference by the Local Governments to the Govern- 
ment of India is now only necessary whei'e such terminal taxation is to be im- 
posed for the first time in an area in which an octroi was not levied on or 
before the 6th July 1917, and once a terminal tax has been allowed to be 
imposed, or in areas where terminal tax has been imposed by the Local 
Governments in substitution of octroi, the sanction of the Government of 
India is not required to the revision of the rates, the Local Governments 
being free to raise them to any figure thej' may consider necessary, 

7. In the Central Provinces not even this degree of supeiwision exists. 
In 1921 a revised Bill dealing with municipalities in the Central Provinces 
was passed. It contained a clause which enabled terminal taxes to be 
imposed in any municipality without reference to the Government of 
India. The clau.se in question was dulj’ enacted and remains in force. 

8. Experience of the past few years has shown that these powers have 
been used by the Local Governments more freely and extensive^ than 
could have been anticipated, and it is apprehended that the cumulative 
effect of such action cannot but be detrimental to the best interests of the 
commerce of the country as a Avhole. 

9. A full list of the different terminal taxes now in force is not 
available, but the statements attached to this note illustrate the diversity 
in rates, classification and system, and indicate how the practice is growing. 
These _ are all instances from the last few years. A wide range of com- 
modities has been subjected to this impost and the rates fixed in some 
instances are very high; for example, the rate of the tax on cloth of all 
kinds including hosiery and socks ,in thi’ee of the municipalities in the 
Bombay Presidency is from 8 to 11 annas per maund. In one of the 
municipalities of the United Provinces “piece-goods” have to pay 8 annas 
per maund and the same rate is charged in two other municipalities on 
haberdashery, millinery, etc., and on cigars and cigarettes. In some 
places in the Ppnjab the tax is as high as Rs. 1-4 on piece-goods. Re. 1 on 
dye.s and matches and As. 10 per maund on dried fruits, oilman’s stores, 
leather and spices. 

It is open to the Local Governments to raise these rates still further 
to any extent they desire without reference to the Government of India. 
And there must be a considerable number of other cases in which the 
Local Governments have_ themselves authorized the levy of terminal taxes 
in substitution of octroi about which the Government of India have no 
information. 

10. It is understood that a copy of the report of the Bombay Committee 
on prohibition and the abolition of the excise duties has been forwarded 
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to the raxation Comnuttoe. It will bo seen therefrom that a selieme of 
general terminal taxes was one of the proposals for making good the loss 
anticipated from the cessation oL oxciso'. Notices have recently appeared 
in the press that the Eombay Municipality are desirous of replacing town 
duty producing about Ils. 20 lakhs by a terminal tax on goods entering or 
leaving the toivn or port calculated to produce Es. 50 lakhs. These tixes 
being tax on goods in transit may have the effect of diverting traffic 
troni the port unless the railway and port charges are reduced. Further 
instances are not needed to show to the Committee the present tendency 
and the risk cf an accumulation of imposts on trade imposed without any 
relation to each and many of which must ojierate as purely transit taxes. 


Further examples of this tendency are not needed. The Committee 
will doubtless^ have mot with other cases. Proposals made recently by the 
Nagina Municipality in the United Provinces, may, however, be quoted 
to illustrate the kind of rates which some local authorities and Local 
Governments are prepared to impose on trade. In this case also the 
tax is not proposed_ as a substituto for octroi but in lieu of direct taxation. 
In other words, it is an attempt to transfer a large share of the municipal 
taxation on to the people of the surrounding districts who are bound to 
get their supplies through Nagina. The rates proposed are as high as 
Es. 2 per inaund on cotton jiiece-goods (foreign and country) and Rs. 2-3 
per maund on woollen and silk cloth (foreign and country), wearing apparel, 
articles made of cloth and tents, and Rs. 1-3 per maund on leather shoes, 
foreign leather, articles made of foreign leather, aluminium and aluminium 
wares. _ It is also suggested to impose a tax of 8 annas per maund, which 
is equivalent to _Rs. 14 per ton, on “iron of superior quality”. This is 
a vague description, but presumably this item includes steel. Until the 
Steel Protection Bill was introduced in the Indian Legislature last May, the 
rate pf import duty on steel imported into India was Rs. 14 per ton. Nagina 
Municipality, therefore, proposed to impose as a terminal tax on steel a 
rate equivalent to the full import duty in force before the Steel Industry 
Protection Act was passed. After full discussion in the Central Legislature 
in May 1924, the duty on steel bars was increased to Rs. 40 a ton as a 
measure of protection. Steel bars can be landed in India now ea:-duty 
at about Rs. 100 a ton. Therefore, if the proposed rate of 8 annas per 
maund on “iron of sviperior quality” is accepted, the taxation which will 
be paid in Nagina on steel will be Rs. 54 a ton or over 50 per cent of 
the value- of the article landed at the port. Imposts on other articles are 
also extremely heavy. ‘ The proposals attempt to impose very heavy rates 
on what local opinion seem to consider to he articles of luxury, e.g., 
articles made of foreign leather, silks, perfumery, European medicines, 
iron of superior quality, etc. They differentiate between — 

(a) foreign leather goods and similar leather goods made in India, 

(b) European medicines and Indian medicines, and 

(c) foreign fruits and similar Indian fruits, etc., etc. 

The classification of goods in the schedules of rates submitted hy the 
United Provinces is full of ambiguities, does not correspond with the 
cla'ssification in force on railways, and it will prove an impossible one to, 
work by the railways in many respects. The railways cannot he turned 
into a tax collecting agency for local authorities, each of which develops its 
own scale and classification of goods. 

12. The railway authorities cannot but regard this state of affairs with 
grave misgivings. The essence of the matter is that a terminal tax can 
be justified only so long as it is a light tax and is not allowed to become 
oppressive. And it Avas a condition of the Government of India’s accept- 
ance of the principles of terminal taxation in 1913 that 'it should he a 
very light duty and substantially lower than octroi and should only be 
introduced in replacement of existing octroi. Indeed, the accumulation 
of these petty burdens may become a, very sensible infliction in the end 
and in matters of commerce it reej^uires a very narrow majgiu indeed to 
turn the scale between a profitable trade and languishing one. The rules 
of 1917 were some safeguard against the imposition of unduly high rates. 
But in the changed conditions they are no longer any safeguard. 


There is thus a growing tendency _ noticeable on the part of the Local 
Governments to agree to the imposition of terminal taxes and although 
some small local advantages may be ^ thereby obtained, the authorities 
responsible are not in a position to estimate the I’^al injury that is being 
inflicted upon important general interests. The multiplicatipn of numerous 
different schedules at numerous niumcipalities, with no limit to the rates 
AVhich may bo charged, (a) hampers commerce, (b) may lead to wJiat 



in ctTcct would ho diiforontiation in iho tivniniont of jukkIs of differ- 

ent provinewi, and (c) intorforo. with r.iiluny oaniiit,"* iind receipts hy 
i)icroa,sinj; tlio co^t of transport and delivoty of niorcliandiso. 

As rciiard- this latter point, it has to lie home in inind liiat tliu 

delorinination <>f tale, and fare* i, a veiy intricate hii.inc.v) rcqiiiriin: 

careful consideration of local londitioii; and of the raUci uliich a particular 
iadujiry or particular tratfie uili hoar. It i» iinpo. tilde tu fix ratoa tioiii 

time to time .it auch .i level .i t will load to air incroaso in trallrc and 

at the satiio* time he in the huii; run tefiiuuerativo to railway.*!, or to 
adjust thorn with a vit'iv to tire r‘c>uit* airt ieiii.ilrsl from (in< uinde ol the 
rate* .stntcttrre in the Ion;' r un, if .ui h ihdic.ite ananp.einentsi are to 

ho' riistrihuted to .'.nit the hnd,:et . of hna! hodii s. 'I'he imjio.ition of .siich 
r.itoot dm t not imly cmtoacli npoir the m.ti.tin avaihdde for increasin;; 
railway rates, hut t. likely to divert hoi t-di .tame tratiic to rear! > and 

Ceiierallv so up et tire uinde <>f tlie r.ilculatiou , of tr.itiie e.ipert,. rc;;.iidini; 
the ahiiity of ditfereiit Itiinhi of trali’ie to hear particular ratoxi and 'O 
ultini.it^dy likely to ptml'Ue a diminutieii hoth of tiallii’ and of revenue. 
It w.i; lor fhiv ri'.i'on tlras r.iilu.ry «omp.iniit in. i. ted dnriiiit ihi' (li-cii. 
sioiis in 19Id-ir th.tt their prior ton urn m e Imuld he uht.iitmi in each 

individual c.ise uln>re it ua> priiji<..t.d to im]n e terjirinal t.iv in lieu of 

m'troi. 

Id. It i.i diiilcuU ftir tlie Central tiovernnn nt to try to w.vti h liie 

etunoinie development of she tounsrv .rml .idjust r.iilu.ry rate, and rn.toii!'. 
duties after i.iteful ei.nnin.ition •<( ir.nle tendein-iet when mnniciiialitie.. 
wiiirh are tire true di .tnhutiiijt; teiitrc i .rn up et .d) i .ih iil.it ioi! pr.ictic.rlly 
to any eNteiit, hy li.t jdi.i.t.n <1 v.ui.itioii* <>t liH.d diltii ! on ti.nle poor!*.. 
In some e.rses the.o (iusie. .ire .i < on .jdi'r.dd*' ■urcli.irp.e on the railu.iy 
and custom', revenue*, .md .i . h/c d .mtoiiomy iinn'a .e, tin* termin.d t.rx 
m.»y he enhanteil until theie i. little or no m.ii.tin left for .aich dnlic* 
(oiisistently with tlie mainteii.iiu e of si.ide. 

II. A termin.d t.iv for luc.d piiipo e. i .m he toleratml uln n (,r) the r.ite.i 
per ruaund on the .irliele. t.i\ml .ue veiv luw, .md (h) the che a. into wliicir 
;:oo(ls are ilividid aie few, veiy i ompieliendve .md rover pi.ietic.rlly overy- 
thiuK enteriuit the town, lint all tin* ohimliom, to a tvimin.il tav an* 
accontuaterl wlien (. 1 ) tin* i.itm me pinlml liip.li, (h) the .ciiedide i. rlivi.h'd 
into many <'la.s.se> and tiieri* i» a lone list of e\i'mplion .. I'c) tlie diffeieme; 
hetweon raie.s cm ditferent chisse. of nood.. are l.iriti*. and (rl) .itfr’inpts are 
made to vary the r.Ues acrordiii;; to the ririjtiii of tlie ;;ood!. Tlie Uiiit*rl 
Province.! proiio'ah. referred to in parajtraph 11 aimve ilhistratr* all tlic.sO 
object ioiiahle feature.., 

l.j. Tliero remains the question or' the levy of llie t.ix on ftoods exjiorted 
from a municipality. On every economic rtionnd .such a duty i.i more to 
he di.slikerj than duty ou import.. Hut the fact mmiiot lu« overlooked (hat 
tho iiiiposilion of the t;ix on Kooih. exported h.is been allowed in certain 
ca.se.s in tlie pa.st._ The elas.itie.'ttion I'or a l.ix of thi.s imtnre .should, it 
i.'s con.sj(!ei't‘(l, ho simple ami the duty itself very lit'.ht, rertaiiiJy well below 
that on {'ood.s enterin;' a town. It would al.so appc.ir c.viential to jirovido 
in all ca.se,! of terminal lax;ition that f'oods not ieavin;^ a railway .van! or 
only leaviiiK port premise.! rlireet for a isrilway ami merely tnm.shipperl at 
tho yard or port preiiii.se! .should ho .snhjrmt to no (lutie.s’ whatever. 

10. ft is at tho port.! that terminal taxe,! levied hy municipaiitio.! 
c-spccially operate a.s tr-aii.sit duties. Such la.xe.! dilfer from eharKC.s levied 
hy tho port authoritie.s for the .servitoa and faeilitie,! lendorocl hy them 
to tho trade pa.s.siiif' tlirmij'h tho port. A terminid lax on sucri trado 
for tho heiiefit of tho local iminieipality mean.! in ultimato effect tJiat the.so 
parts of India which trade lhron«h that port, even tho land-locked province.!, 
contribute towards tho expense.! of tho particular iminieipality, 

17 . In view of tho con.siderations .stated in tho prcccdinjx iiaragrapJi.s, 
it .seeiiis e.ssontial that, if pos.sil)lo, .somo central control .should lio rc- 
csstablished in this important mattor. It is hardly practical now to abolish 
all terminal taxe.s. At tho same tiino thero is a grave economic clangor 
to tho country in leaving to municipalities and Local Govornnionts un- 
fettered power to increaso tlic.so ta.xes to any extent and, in certain cases, 
oven to impose these without reforonco to tho Govormnonfc of India. Tt 
seems necessary that in tho present changed conditions tho principles on 
which local authorities and administrations may impose these taxes bo 
restated, and tho limits within which such pow'ors might ho oxercisecl should 
bo defined. 
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( 4 ) 

Statement showing the terminal taxes in force in certain 


Artiolea, 

Anand 

Jlunicipality 

Godhra 

Municipality. 

Cbalisgaon 

Municipality. 

Malwan 

Municipality. 

Rice, huslted and 

3 pies per md. 

•t pies permd. 

2 pies per md 

6 pies per md. 

unhusked and all 
pulses. 

(grains). 


(pulse). 

Bice 6 pies pei 
md. 

on grains. 

Sugar refined, 

9 pies per md. 

2 annas per 

1 anna per md. 


sugar gur, and 
sugar candy. 


md. 

Jaggery 6 pies 
per md. 


Dried and fresh 
fruits. 

• • 

1 annaper md. 

3 pies per md. 
Coconut 1 anna 
per md. 

• • 

Barley and oats of 

• • 

• • 

. 

6 pies per md. 

all sorts. 





Timber of all kinds. 

• ( 

2 pies permd. 

3 pies per md. 

• • 

All kinds of piece- 

• . 

• . 


• . 

goods and other 
textile fabric, 

silken, •woollen, 





including all 





articles of clothing 
or dress. 





Gunnybags 

. * 

« • 

f * 

• • 

All metals, wrought 
and unwrought 

• • 

* 

1 anna per md. 

• f 

and articles made 





of them. 



. 


All kinds of ropes 

« • 


. • 

• 

and twines. 





Groceries and oil- 

6 pies per md. 

1 anna permd. 


• 

manstores. 





Bran of all sorts . . 

• • 

• • 

» • 

• • 

Coke or coal 

2 annas per 
ton. 

• • 

3 pies per md. 

• ■ 

Cotton, including 

3 pies permd. 

• • 

• • 

• • 

cotton seed. 





Oil- cakes 

« « 

• . 

• • 

« • 

Tobacco of all sorts, 
including eiga- 

1 anna per 
md. 

t annas per 
md. 

1 anna per md. 

• • 

rettes, cigars and 
snuff. 


■t pies per md. 

3 pies per md. 

6 pies per md. 

Wheat and wheat 

• • 

flour. 



4 pies per md. 

(poppy seed). 
Groundnut 3 
pies per md. 


Oil-seeds 

3 pies permd. 

1 anna per md. 

« • 

Ghee and butter . . 

2 annas per 
md. 

4 annas per 
md. 

1^ annrs per 
md, (ghee). 

• 0 

Drugs 

• • 

1 anna per md. 

•• 

• 4 . 

Hides and skins, 

. • 

Do. 

• • 

• • 

raw. 





Leather and leather 
goods. 

1 anna per 
md. 

4 annas per 
md. 


• • 

Glass-ware . . 

. • 

J)o. 

• • 

• * 

Colours 


2 annas per md. 

1^ annas per 

• • 

ffloth of all kinds, 

3 annas per 

6 annas per 

8 annas permd. 

including hosiery 
and socks. 

md. 

md. 

md. 

1 

Tea 


8 aunaa per 
md. 

1 anna per md. 

• • 1 


municipalities in the Bombay Presidency on imports by rail. 


Nandgaon. 

Jlunieipality. 

llaveri 

^Municipality. 

Dhanduka 

JIunieipality. 

Vambori 

Municipality. 

Eanebeimur 

^lunicipality. 

2 pies per md. 

4 pies per md. 
on all grains. 

1 anna permd. 

i pies per md. 

6 pies per md. 

1 anna per md, i 
(Sugar and 
candy 

Gar 6 pies per 
md, 

3 pies per md. 

! annas per md. 

I pies per md. 

3 annas permd. 

» • 

2 annas permd. 

1 anna permd. 

9 pies per md. 

6 pies per md. 


Do. 

. • 

i pies per md. 


2 pies per md. 

11 pies per md. j 

1 

i 

• • i 

\ 

2 pies per md. 

6 pies per md. 

3 annas per md. 

• • 

j 

2 pies per He. 

■ ‘ 

2 annas permd. 

1 anna per md. 


• • 

• • 

. . 

8 annas permd. 

• » 

1 anna per md. 

• • 

2 pies per md. 

« « 

6 pies per md. 

• * 

3 pies per md. 

• • 

6 pies per md. 



6 pies per md. 

• • 

annas per 
md. 

1 anna per md . 

t • 

2 annas permd. 

Do. 

3 annas permd. 

2 pies jier md. 

1 pies per md. 

6 pies per md. 

t pies per md. 

. ‘ 

Ground-nuts 2 
pies per md. 
Copra 1 anna 
per md. 

1 anna per md. 
(ghee). 

• 1 

Ghee 5 annas 
per md. 

Butter 4 annas 
per md. 

2 pies per Re. 

l.V annas per 
""md. 

t t 

• t 

2 annas permd. 

• » 

6 pies per md. 

10 annus per 
md. 

1 anna per md. 

, . 


. , 

• • 

2 annas permd. 

1 anra per md. 




Do. 

annas per 
md. 

2 pies per Re. 

11 annas per 
md. 

2 annas per md. 

8 annas per md. 

1 anna per md. 

- * • J 

•• 


4 annas per md. 
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Statement showing the terminal taxes in force in the municipalities in the Central Provinces on g oods imported hy rail— 
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Copy ol’ a lelter Xo. 417, clatod tlio Itli I’c'liruary Ld'Jo, troiii the ScLOctary 
to tlio Govoi'iniieiit o! llio Uiiilod Provinces, Allahabad, to Iho See- 
rotary to the Governmont of India, Dopartincut of ICdncation and 
Public Health, Delhi. 

^Subject, — Imposition^ of terminal tax and toll in the Nagina iminieipality.] 

I am directed to suliinit propo.sal.s for the imjjosition of terminal ta.x 
ami toll in the Nagina nuinicipality in roplacemont of a tax on circnmstance.s 
and property. As octroi was not in force in the town on the Gth July 1917, 
tho imposition of tho tax rciiniras llie previous sanction of tlio Govorinnenl 
of India under .section )28 (xiii), United Provinces .Miinicipalitie.s Act, 
191G. 

‘2. 'I’he I'ates proposed are .set forth in tho .schedules accompanying thi.s 
letter. They are on the whole moderate. 'I'lio Agent, Oudli and Itohilkhand 
Eailway, who wa.s consulted ha.s no objection to tho proposals ami is willing 
to collect the terminal tax on Iiehalf of tho hoard. 

The yield of tho present tlirect tux no longer .sidiices for the nectls 
of tho town. Terminal taxation .seems tlio best .solution of the problem, 
and I am to reque.st that the Government of India may bo plca.sed to sanction 
the municipal board's proposals. 


(7) 


Description of ienntnnl lux tcilh .sr/icdiifc. 

^a) A tax on goods brought within mnnici])al limiLs when convoyed to 
Nagina on consignment to tliat place by rail to lie levied at tlio rates shown 
in Schedule A. 

(b) No tux shall be levied on goods .set out in Schedule P. 

(c) In a.ssos.sing the tax, fraction of a mannd .shall be regarded a.s a full 
mauiul. 


Inched ule /I. 

At tho rate of 2 pics per mannd. 

1. Firewood. 

2. Juar, Bajra, Arra, Lobia, Kasa, xHatur, Joar, Suwan, Mania, Kakiii 

and Kodon. 


At the rate of G pies per maund. 

3. Stone other tlian Ivunkar. 

4. xirticlos made of stone. 

5. Wood mended (e.xeluding furniture). 

6. Unhu.skcd rice, dal, and other grains (excluding those which have 

been specified under the rate of 2 pics per maund), chokar, khal, 
cotton-seeds, urdawa and charcoal. 

7. Wheat, ilour, .suji, maida, potatoe.s, ghuiya, ratalii, moonda, onions 

and shakarkund. 

8. 13amboo.s of all kinds. 

9. Oil-seed.s. 


At the rate of 9 pies iier maund. 

10. Bab. 

,11. Gur, rice, khil and parinal. 

12. San of all kinds. 

13. Baskets, mattings, palhi-leavcs and ‘ fans of all kinds. ‘ 



At tho rale ol one anna per inauiid. 

14. Fresh fruits, cement, lime and ciuicklimo. 

15. Cairoo, ramracli, multaui earth and chalk. 

16. Fish. 

17. Kach. 

At tlie rate of 2 annas per inaund. 

18. Sugar manufactured Indian methods. 

19. Iron, cast-iron (ordinary), kanch bangles, tat, gunny bags, patfci, 

pata and tripal (pauliu). 

20. Furniture, _ cocoanut boles, reeds, scale beams and articles of wood 

not specified elsewhere, couutrj' tobacco, hides and skins. 

At the ra.le of .3 annas per maund. 

21. Sugar manufactured by European methods. 

At the rate of 4 annas per maund. 

22. Honey, qand and misri. 

23. Indian confectionery and oilman’s stores. 

24. China and enamelled wares, kanch glass and glasswares. 


At the rate of 6 annas per maund. 

25. Uncompounded countx-y and unani medicines. 

26. Ramdana, sagoodana, choya, arrowroot, wax, wax candles, country 

soap, fat of animals and matches. 

27. Ghee and butter. 


At the rate of S annas per maund. 

28. Betel leaves. 

29. Copper, bronze, brass, bell-metal, gilat, tin-wares (excluding iron 

and ordinary steel), coloured and twisted thread, pichak, tanned 
leather and daris. 

30. Iron of superior quality, foreign fruits and stationery. 

31. Yarn. 

32. Betel-nuts, lac, articles made of lac, unani comijounded medicines, 

European medicines, grocery, spices, chemicals, dyes and iiaints. 

33. Paper and printed books. 


At the rate of 10 annas per maund. 

34. Haberdashery, hosiery, comforters, millinery, drapery, caps, wool 

and woollen goods. 

35. Cigarettes, cigars, and foreign tobacco. 

36. European confeclionei'y and oilman’s stores. 


At the rate of Bs. 1-3-0 per maujid. 

37. Leather shoes, foreign leather, articles made of foreign leather, 

aluminium and aluminium wares. 

At tho rate of Es. 2 per maund. 

38. Cotton piece-goods (foreign and country). 
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At llio I'ftlo of Rs. 2-3-0 per nmund. 

39. Wollon and silk cloth (foroiRii and country), wearing apparel, 

articles made of cloth and tents. 

40. Porfnincry of all kinds and essential oils. 

Note . — Full waggon loads of charcoal, firewoods, haiiihoos, tiinlier and 
stono mills shall bo assessed on tho carrying capacity of the 
waggon. 


Schedule B. 

List of articles e.voinplod from terminal tax. 

1. All separate consignments by rail less than 6 seors in weight. 

2. All parcels imported through post ofllce. 

3. All articles, tho property of Government or municipal board or im- 

ported on behalf of Government or municipal Iioard. 

4. Tho luggage of circus or theatrical companies or of travelling exhi- 

bitions. 

5. Packets of nowspaiiers. 

G. Bullion, liank-notcs, coin>, silver and gold in any form, luccions stonc-s 
and jewellery. 

7. Arms, ammunitions, including all gnus, rillos, pistols, revolvers, 

swords, daggers, cartritlges, bullets and powtlers, i)ercussion caps, 
empty cartridge cases, also detonators, fuses for use with exi)losives, 
fog signals and all explosives. 

8. Opium and articles subject to excise duties, such as country and 

foreign liquor, charas, ganja, bhang, toddy tari, sondhi, alcohol, 
methylated spirits, ale, and beer and tho materials for their manu- 
facture. 

9. Vegotaldcs of all kinds. 

10. All lubricating oils. 

11. Dahi. 

12. - Karbi, bhusa, grass for tbatcliing or fodiler, bay, chaff and all fodder 

and cattle foods not specifically enumerated in Rehcdnle V. 

13. Uplas and kandas. 

1-1. Ashes, cinders, gravel, sand, earth and clay, 
lo. Coal, coke and patent fuels, 

16. Salt, 

17. ‘Water. 

18. Human ashes. 

39. Ballast and kunkar, 

20. Machinery. 

21. Bricks of all kinds. 

22. Samples imported by hoiui fide commercial travelled's. 

23. iManure. 

24. Roofing tiles, 

25. Surkhi. 

26. Waste paper. 

27. Waste cotton. 

28. Mahua. 

29. Minerals of all kinds. 

80. Railway stores and materials which are required for use on railways, 
whether in constructing, maintaining or working the same and 
which are not removed outside the railway land boundaries but not 
stores imported into municipal limits for purchase and consump- ' 
tion by railway employees, nor stores with which the railway co- 
operative stores are stocked for sale to members; 



31. Bona jUle. poponul luggiigo and liousohold effects imported by a 
• por.sou oil tlio occasion of kis coming to take up his residence with- 
in the municipality. 

32. Moat. 

33. Eggs. 

3‘l. Wooden casks, empty kuppas and empty bottle.s. 

35. Cotton and san ropes and nivar, 

36. Reli. 

37. Earthenware. 

38. ]\[oonj, ban, liaih and haltra. 

.39. Bark. 

40. Cotton. 

41. Unginned cotton. 


Bescnption of the toll tux. 

t 

I. A tax on vehicles loaded with goods and on loaded pack animals and 
on bahangi and head-loads entering the municipality by road, to be levied 
at the rates and subject to the exceptions noted below; — 


(1) Loaded pack animalb . . 

(:i) Loaded carts, tliela or ekk.a with one animal . , 

(."3) Lo.aded oarle wKli 2 animals 
(0 )) • 1)1 

(а) ,, 4 ,, . . . . . . . . 

(б) Lo.aded band-cat i or tliela . . 

(7) Head-load or baliaiigi-lo.ad (excluding loads of 

vegetables). 

(8) Head-load or bahangi load of vegetables 


ns. A. x>. 
0 16 

0 10 
0 8 0 

0 12 • 0 

10 0 
0 10 
0 0 6 

0 0 3 


Provided that on animals or carts laden with firewood, bhusa, fodder, 
Uplift, moonj, pahn-leaves, iialm mattjngs, surkhi, baskets, moundhas of all 
kinds, bricks of all kinds, sentha, sarkra, bark ban, mattings only the follow- - 
ing rates shall be levied ; ^ 


(1) Loaded pack animals , . 

(2) Loaded earls, Ibelas or ekkas with 1 animal 


as. A. p. 
0 0 3 

0 10 


(•1) ): n 

(U »i » 

(^) It II 

(6) Loaded band cart or thela. . 


2 

3 

1 


n 

)> 


• t 


0 2 0 
0 3 0 
0 10 
0 1 0 


II. On carts, pack animals, bahaugis loaded with, and head-loads of cloth 
of every description and articles made therefrom, haberdashery, cigars, ciga- 
rettes, foreign sugar, metals and articles made therefrom, grocery, s]ncc3, 
dyes, paints, perfumery, medicines, chemicals, foreign fruits, leather and 
articles made therefrom, china and chiuaware, glass and glassware, yarn of 
all kinds, paper, hooks, stationery, matches, betel leaves, and ghee a tax 
shall he levied at the rates of the terminal tax. 

V 

III. No tax shall be levied on head-loads or bahangi loads of or cn 
pack animals or vehicles laden solely with the articles set out in the 
schedule below; 



( 9 ) 

List of exemptions from the terminal toll. 

1. All parcels imported tlirough the post office. 

2. All articles the property of Government or the municipal board or 

imported on behalf of Government or the municipal board. 

3. The luggage of circus or theatrical companies or of travelling exhi- 

bitions. ; 

4. Packets of newspapers. 

5. Bullions, bank-notes, coins, silver and gold in any form, precious stones 

and jewellery. 

6. Arms, ammunitions, including all guns, rifles, pistols, revolvers, swords, 

daggers, cartridges, bullets, powders, percussion caps and empty 
cartridge cases, also detonators, fuses for use with explosives, fog 
signals and all explosives. 

7. Opium and articles subject to excise duty, such as country and foi’eign 

liquors, cliaras, gauja, bhang, toddy, tari, sendhi, alcohol, methy- 
lated spirits, ale, beer and the materials for their manufacture. 

8. All lubricating oils. 

9. Dahi. 

10. Ashes, cinders, gravel, sand, earth and clay. 

11. Coal, coke, and patent fuels. 

12. Salt. 

13. Water. 

14. Human ashes. 

15. Ballast and kunkar. 

16. Machinery. 

17. Samples imported by bona fide commercial travellers. 

18. Manure, 

19. Roofing tiles. 

20. Waste paper. 

21. Mahua. 

22. Mineral oil of all kinds. 

23. Wooden casks, empty kupi)as and emj)ty bottles. 

24. Cotton and san ropes and niwar. 

25. Meat, 

26. Eggs. 

27. Reh. 

28. Earthenware. 

29. Bark (except sarkara and seutha bark). 

30. Cotton. 

31. The camp equipage of officers on tour. 

32. Larindry articles (clothing soiled or washed). 

33. Bona fide personal luggage and household effects imported by a per- 

son on the occasion, of his coming to take up his residence within 
the municipality. 

No tax shall be levied on head or bahangi loads of firewood, bhusa 
and fodder of all kinds, uplas, bricks of all kinds, sentha, sar- 
kara, dliak leaves, lime surkhi, chalk, stone, tiles, fishing nets 
and baskets. 
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Nagina Municipality, 


Asaumed 


0 


SuriaJ 

iiutu* 

ter. 

1 Artiolea. 

By Bail. 

By Eoad. 

Total 

imports. 





1 

1 

Articles at He. 0-0-2 per maund 

6,000 


5,000 

o 

Do. y at Ee. 0-0-6 do. 

16,680 


16,680 

3 . 

Do. at Ee. 0-0-9 do. 

2,000 


2,000 

4 

Do. at Ee. 0-1-0 do 

30,650 


30,650 

5 

Do. at Ee. 0-2-0 do. 

6,626 


6,525 

6 

Do. at Ee. 0-3-0 do. 

10,000 


- 10,000 

7 

Do. at Ee. 0-4-0 do. 

2,620 


2,620 

8 

Do. at Ee. 0-6-0 do 

1,950 


1,960 

9 

Do. at Ee. 0-8-0 do. 

4,020 


4,020 

10 

Do. at Ee. 0-10-0 do. 

1,320 


1,320 

11 

Do. at Ea. 1-3-0 do. 

4,000 


4,000 

12 

Do. at Es. 2-3-0 do. 

6,300 


6,300 

13 

Loaded pack animals . . 


1,416 

1.416 

14 

Do. carts, thelas or ekkas Tntk 1 animal. 



, 

16 

Do. carts, tkelas with 2 animals 


8,924 

8,924 

16 

Do. carts, thelas with 3 do. 

.. 

100 

100 

17 

Do. carts, thelas with 4 do. 


60 

60 

18 

Do. hand carts or thelas 

.. 

. • 


19 

Head load or hahangi load (excluding vege- 
tables). 


2,000 

2,000 

20 

Head load or hahangi load of vegemhles . . 

. « * 

10,000 

10,000 

21 

Animals cart laden with firewood shown in 
provision of item 8 (Description of Toll 
Tax). 




22 

Loaded pack animals . . 


81,600 

81,500 

23 

Do. carts, thelas or ekkas with 1 animal. 

, , 

. . 

, , 

24 

Do. carts, thelas with 2 animals 

, , 

22,000 

22,000 

25 

Do . carts, thelas with 3 do. 


100 

100 

26 

Do. carts, thelas with 4 do. ' . 

. 

60 

60 

27 

Do. hand carts or thelas . . 


100 

100 



mi 


District Bijnor. 


Imports. 


Existing 

tax. 

Proposed Terminal tax 
on. rail-borne traffic. 

Proposed tax or toll (if any) 
on road-borne traffic. 

Total 

anticipated 
revenue for 
imports. 

Hate. 

Eev- 

enue. 

Kate per 
md. 

Revenue. 

Rate per 
cart. 

Revenue. 

1 


KS. 

A. ’ 

P. 

ns. 

A. P. 

‘ns. 

A 

p. 

ns. 

A. 

p. 

ns. 

A. 

p. 

• • 

. 

0 

0 

2 

50 

0 0 


• 





50 

0 

0 


. 

0 

0 

6 

622 

0 0 







522 

0 

0 

. • 

. 

0 

0 

9 

94r 

0 0 







94 

0 

0 

, • 

. 

0 

1 

0 

1,909 

0 0 







1,909 

0 

0 



0 

2 

0 

816 

0 0 







816 

0 

0 

, , 

• • 

0 

3 

0 

1,876 

0 0 







1,875 

0 

0 


, 

0 

•t 

0 

630 

0 0 







630 

0 

0 


, • 

0 

6 

0 

731 

0 0 







731 

0 

0 


, , 

0 

8 

0 

2,010 

0 0 



' 




2,010 

0 

0 

• • 

, , 

0 

10 

0 

826 

0 0 







825 

0 

0 


, • 

1 

3 

0 

4,760 

0.0 







4,750 

0 

0 

. . 

* , 

2 

3 

0 

11,594 

0 0 







11,594 

0 

0 

» • 

• , 


. « 




0 

1 

6 

133 

0 

0 

133 

0 

0 


. , 






0 

4 

0 

» . 



• • 




. • 






0 

8 

0 

4,462 

0 

0 

4,462 

0 

0 


. . 






0 

12 

0 

75 

0 

0 

76 

0 

0 

. . 

• • 




1 


1 

0 

0 

6o 

0 

0 

60 

0 

0 


✓ • • 






0 

4 

0 




* • 




•• 






0 

0 

6 

63 

0 

0 

63 

0 

0 



{ 

> 


' 

•• 


0 

0 

3 

166 

0 

0 

156 

0 

0 








0 

0 

3 

1,273 

0 

0 

1,273 

0 

0 






• 


0 

1 

0 

• > • 



• , 



. • 

• 




1 , 


0 

2 

0 

2,760 

0 

0 

2,760 

0 

0 

* - 





. 


0 

3 

0 

19 

0 

0 

19 

0 

0 

• • 

. 




. 


0 

4 

0 

13 

0 

0 

13 

0 

0 


•• 




• 


0 

1 

0 

6 

0 

0 

6 

0 

0 






26,806 

0 0 

1 



9,000 

0 

0 

34,806 

0 

0 
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Mr. Sim gave oral evidence as follows ; — 

-!l'he Prcsidcul. Q. — You are financial Coinmi,sbioner, Baihvays? 

A.— Yes. 

^ Q. — ^.incl you liad considerable experience in the levy of octroi and 
Leriuinal tax? 

. A. — Yes, as cliairniaii and incinbor of various nmnicipal boards in the 
United Pi'ovincos ivhcre ocfci-oi was levied, ns chniviuaii for five years of 
the Municipal Board of Cawiipore where terminal tax was levied, and as 
Secretary in the Local Self-Government Departmejit of the Ujiited Pro- 
vinces when the question of the replacement of octroi by terminal taxation 
was discussed. 

Su\ Percy Thonipion. Q . — ^^Vith regard to the effect of section 1;J5 of 
the Railway Act, it seems, at first, that it is intended £o give absolute jiro- 
tection to the railwaj-s. For iiistancc, j'ou liave sub-section (1) which say.s 
that a tax cannot be imposed without the consent of the Government of 
India. Then again, if the Government of India say that it will impose a 
tax, the railway organisations have the right of appeal to a Commissioner 
appointed by the Government and that Commissioner may say, ‘‘You need 
not pay this tax; you may pay something le.ss.” That seems to bo absolutely 
protecting the radways, at its face value. 

A.~It is perfectly true that there would appear to be a complete 
safeguard there; but in practice, it is not a safeguard at all. The main 
difficulty that we have at present is that we have got no voice in deciding- 
whether a railway colony is to bo included within the limits of a munici- 
pality; and the Government of India have in effect announced that railways 
or the portions thereof included in municipal areas are liable to genei’jJ 
taxation as anybody else. 

Q. — That is according to the order of 1907? 

A. — Yes. 

Q. — Have they not retracted from that? Y’ou have stated in your 
note that that imsition is very difficult. 

A. — The general order has certainly been withdrawn; but the Govern- 
ment of India have definitely announced that railways should consider 
themselves liable to general taxation ; and in consequence of that general 
decision, the question of the liability of any particular railway administra- 
tion has never been questioned. The proposal comes as a mere formality 
and goes through. 

Q. — The Government might well announce the principle that the rail- 
way administrations have to contribute to the indirect benefits that they 
derive; but if the tax was imposed, it might be contended that it is 
unfair. 

A — The unfairness mainly arises on the initial decision as to whether 
a particular colony should be included within a municipal boundary. 
Within the last two months we have had complaints from different rail- 
way administrations that the municipal authorities in the neighbourhood 
proposed to extend their boundaries so as to include the railway colonies. 
These railway colonies at present provide all municipal amenities for the 
people residing therein. They provide water, provide sanitation, provide, 
roads and do everything else and they probably will continue to do so even 
if included in the municipal limits. 

Q. — You say that it is agreed that the railway administration should 
make a fair contribution to the municipal expenditure which is intended 
for the general benefit as distinguished from the benefit to the individual. 
That was not always the view of the Government of India, was it? 

— No. They previously held that municipal authorities should not 
tax railways. 

Q. — Except for actual direct services? 

A.— Yes. 

Q. — There is no controversy about that, i.o., the liability to make some 
fair contribution. 
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A. — I do uot tliiiik n-e can dispute that now. I do not think that it 
is a sound decision, considering that practically all the railways are State 
property. • My own personal vieiv is that no Govermnent should tax another 
Government. : 

Q. — But in other countries, I think even Government property pays 
a rate, the argument being that the locality is prejudiced by the existence 
of the Government property. 

A. — ^Yes; it can be argued both ways. 

Q. — I am not talking about the contribution for the direct beuohts. 
The reason why Government is called upon or does, in fact, contribute to 
these indii-ect benefits is, tliey are taking all the room which might be occupied 
by somebody else who ivould pay, and the munieipalities or the local bodies 
are consequently prejudiced. However, you do not regard the matter as 
controversial now? 

A. — ^No, I do not. 

Dr. Taraiijpye. Q. — In Bombay, for instance, a rate is levied on the 
Victoria Terminus Station by the Corporation? 

A.— Yes. 

Q'. — Just on the same lines as they charge anj' other house proiierty? 

A. — ^Yes. The only tiling exempted in Bombay is what tiles’^ call waste 
land — laud taken up by the railwa 3 ’-s and not yet utilised. Otherwise, the 
whole railway property is liable to the tax. 

The President. Q. — I am not quite clear about the iiositiou of section 
135 of the Act. Under that section, the municipality has to secure the. 
sanction of the Government of India before imposing a tax on the railway? 

A. — ^Yes ; the Government of India has to declare by notification that 
the railway is liable to a particular tax in a particular municipality. 

Q. — Has it aiiy poivor to withdraw a notification of that sort? 

A. — ^Yes, under clause (3), which saj'S, “The Governor-General in Council 
may, at any time, revoke or vary a notification under clause (1) of this 
section." 

Q. — Then, it can discriminate betiveen taxes? 

A.— Yes. 

Q. — But it has never attempted to make any discrimination. 

A. — ^Yes. 

Q. — The section appears to have intended that it should discriminate, 

A.— Yes. 

Sir Percy Thompson. Q. — ^IDi'en then, if the Government of India dis- 
agreed with the Local Government as to the inclusion of a particular 
railway station, it iniglit cancel that notification under clause (1). 

A. — ^It could; but in practice, the Govoi'ument of India have never inter- 
fered. The.y could practically annul the decision of the Local Government 
to include a railway colony within the municipal limits by revoking or refus- 
ing to issue a notification making the raihray liable to pay any tax. 

Q. — It would be a strong measure; but I think it would be within the 
four corners of the section to do so. 

A. But I do not think it is in accordance with the spirit of the 

law. 

Q. Surelj', whether it is reasonable that it should be included, should 
be one of the things to be taken into consideration under clause (1). It is 
one of the factors which thej' ought to consider. 

A. T do not think the Local Government consider it on those lines. 
ine Lot'al Government having decided to include a railway colony, it is 
latner dimcult for the Government of India to come in and say, “It 
shall not pay the tax." ^ 

Q. With regard to the effect of clause (2), it gives this Commissioner 
wno_ is appointed no right to revise a particular asses,sment. Siipnosine 
lor instance, it is a case of house tax and the Coimnissioiici said, you 

must pay tlio house tax” ; then 3 'ou say the assessment is too high: then 
go to the higher tribunal. ' 
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A. — ^The officer authorised to entertain objections irom a railway 
administration is the appellate authority under most of the Municipal 
Acts to whom appeals against assessments lie. Railway authorities 
generally complain that the authority whom they appeal to is a provincial 
executive officer who has been, during his official career, connected with 
municipal work and is likely to be prejudiced in favour of municipalities. 
I have got a case here, where the E.I. Railway made an appeal to this officer 
against the method of assessing their property. The Commissioner has 
written a long judgment. They object to the property being split up into 
small plots for the purpose of assessment, in consequence of which, they 
say, the assessment was doubled; but the Coanmissioner held that the 
Municipal Coi’poration were quite right. 

Q. — Rid he decide that in the capacity of the Commissioner of tJio 
Corporation ? 

A. — He was not the Commissioner of the Corporation. He was a Com- 
missioner of the Division and he was also appointed under ^lie Act to hear 
appeals. 

Q. — He is not likely to be a i^rejudiced individual. 

A. — The railway authorities contend that the executive officers of the 
Local Government are naturally prejudiced in favour of the municipalities. 

Q. — Then it is very difficult to see what official you can appoint under 
that section. 

A. — I quite agree; it is very difficult. Tf an officer of the Local Govern- 
ment, he will be looked upon as prejudiced in favour of municipal board; 
if an officer of the Central Government, as prejudiced in favour of the 
railways. 

Q. — ^If the Commissioner thought that the tax was an unfair one, ho 
could say so and fix another sum. 

A. — That appears to be the px'ocedure prescribed by section 135. But 
it has not been so interpreted in the past. It has been assumed that the 
Commissioner is a person appointed under this section to hear appeals 
by railway authorities against assessments, as in the case I quoted from 
Bengal. 

Q. — In Madras, for instance, there is no person Avho hears appeals. 

A. — I believe they go direct to the Local Government; for instance, 
aijpeals against the education cess. But certainly, in the United Provinces 
the Commissioner of the Division is the man who settles appeals against 
assessment. He is appointed by the Local Government. 

Q. — That is statutory under the Municipal Act? 

A. — ^Yes; either tho Commissioner or some other person nominated by 
the Local Government. 

The President. Q. — In one of tho cases here, the Collector has given 
tho decision. He says, “This is an application under section 135 of tJio 
Act to modify a tax imposed on tho railway by tho Union Panchayat of 
Mettupalaiyam.” 

A. — Probably, he was appointed by the Government of Madras. 

Sir Percy Thompson. Q. — It looks as if sub-section (2) has been inler- 
])rolcd Avrongly. The real function of the man who is aijpointed js quite 
different from Avhat, in practice, it has been. The sub-section is quite 
clear. It says: “While a notification of tho Goverjior-Goneral iii Council 
under clause (1) of this section is in force, the railway administration shall 
bo liable to pay to the local authority cither tho tax mentioned in tho 
notification or in lieu thereof, such sum, if any. as an officer appointed 
in this behalf by the Governor-General in Council may, having regard to 
all tho circumstances of tiio ca^c, from time to time determine to bo fair 
and reasonable. 

A.— But it has been assumed that he is a man who hears appeals from 
tho railways. 

Q.— I have not read it so. ft gives power to tho Central Government 
to appoint an agent. 

A.—Ycs. At tho same time it is ndvisable that this agent should have 
•soino general jiriuciples to work upon. There arc none at present. C.isc-i 
have been dealt with in a very haphazard way. Recently in iMadi'iW 


iimnicipill honuK huvo .Parted to an cdncational ccas; nr'vOnt nflor 

awut of tho raihvay.. has pioH'-iUmI on the firoiunl that. (Iio railway aiitho- 
niii'-s thvinj'olvts piovitU^ tin.' oduratiunul fuctlitic-^ Utr tlio childroii <if their 
i'i!>p!oyt'ts. liar the .suin'' involved liavo heen very .sinali. In .soino casixs, 
they well' Us. -o or Rs. .'iO. ’riiere attain no i)rinri[>h) ha'i ever hi'eii laid 
down. 

Q. — r think th<*y have joit .1 had (m;o ihete. 

A.— Why? 

tl. — Why .dunild not they eontrihute to tlie j’.eneral eihication? 

— ^They have hueii inovidiiii'. their own facilitie... They say: “Wo 

euimot- pay' the cess and at tlie '.aine time run our own .•.chools; we 

are running tiie .school-, and the le.t of tln-.e .rliool; is very iniich j^reater 
to iis than tlie u-.s we aie asked to pay.” 

7)r. / ’oroa/;>yr, Q.— Yon c.uinot nniintain a pe.ition like that. A man 
eanuui e-cape an idncalion t.l^: ii he -as * that hi' is jtoiint to educato hit 
children privately. 

,\. — jjiii heie it is a c.i'.e of the whole laiiway lomnnniity, 

Q.—Supptve thete i. a mill in Iloiahay with ■l.l-O'l v.oi.kei.; in it. 
They hone the v.oikei . .uni they ptovide -.cho"! . and ..inil.uy arrainp-- 

ments. Is it rij’Jn lor tlie mill to ...ly that la c.ui e they aie piovidijp' 
thf'O facilitie', they ennnot pay the jnnnivipal t.iNatioii,' 

A. — Nut .altogether. 

Q. — I’art of till} imiiiieijj.d la.^alion i. for tin .e purpo ei. 

-lint heie it i« piuely an educational rc'S. 

Q, — Is it rijtht for the mil! to -.ty th.it liny shouhl not he made liahlo 
to pay the education ct.-.?' 

Nir Pi'rcj Thusnpyiit. Q.—.\ie tin e <hnol, npi-n to all and siiiidiy? 

A. —No, 

Q. — Then, why .should they e.cape uencrjil t.iN'ation;' 

A, — Their arnumeiit i'. “Then why should you in.ist upon onr providiiiij 
the ;-('hooIs r” 

Q. — It miidit he a c.i-e for .ome ii>mpromi-.e. 

A. — Yes; I think it is ii cau; where they mndu to compromise. 'I'hia 
iii also a qiRjtion which is di'ult with in a very liaplia;’.ard w;ty. 

Q, — The Ollier of U107 lay.s down that they should pay. 

A. — Only the p.enev.d taxation and not a .'jicciiil cc.sa, 

t}. — It lay.s down Unit they .should coninhule for every puhliu object, 
undertaken hy the local authority, 

A, — No; I did not read it in that uay. 

Q. — It s.ay.s that the raihvay ailministration should coiitrihuie for the 
Renoral objects; and education is ono of them, 

A. — ft i.s a .special ees.s for eduealioii. ft is called ‘edueution cc.vsk 

Q. — That i.s e.vactly what tho Cioveiiiment of fiulia, are dealing witli. 
This particular ccss is a t.ix intended to servo objeet-s for tlio general good 
of tho community as distinguished from tho individual. A .sanitation ce-s-s 
would bo .similar. 

A. — novor road it in Unit way. A cc-s.s being for a particnlar 
purposo, tho railways tliom.solves .supplying that municipal amenity, ilioy 
should bo oxompt from that particular cess. 

Sir Percy Thompson. Q. — 'J’axatiou for a particular service liko water- 
■supply would bo for the water charged by motor, .\ctuall.v wo have not 
come to such a stage. A ivator-rato i.s earmarked for water-supply, hut 
there is no distinction between the earmarked fund.s and tho goiiernl funds? 

A. — 1. think tliero is a distinction. 

« 

Q. — Taxation is for tho general good of tho community, and thorofovo 
you can say that tho taxation imiio.sed for the particular sorvicos is aJ.so 
for tho general good of tho community f 

A. — ^^Vlioro there i.s a particulfir ce.s.s you can r tlie be- of 

a particular tax, ' . ' \ 
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Q.' — ^^Vliat about water-rate? 

water-rate one pays not for the water consumed, but for 
sliare ot the whole cost of the provision of water-supplies to 
neighbours, *■ 


one's 

one’s 


4. Presfrfeat. Q.— The system of taxation assessed in direct relation 

to the benehts conferred is in its infancy in this part of the world? 

A. — think so. 


Sir Percu Thompson. Q.— May I refer to the Public Works Depax-tmont 
lettei issued in 1907 in which they said that there was no reason why the 
railways should not pay for such specific purpose? Wiy .should they not 
pay? Why .should there be any protest? 

A- I think in that letter they talked of general taxation. Whore 
specific services are rendered, their cost can bo di&'iingiiisliod from general 
taxation. 


Q-— Education has been recognised as a general and onerous service. 
Education cess is in fact a general tax. The theory of the whole thing is 
that education as such is for the benefit of the whole coniniunity and not for 
the particular children who are educated. 

In England taxes for education and other services are earmarked, but 
are totalled up" for purposes of collection. But the total rate has got all 
component parts, one goes to the poor house, another goes to the education 
committees and so on. 

A. — In this country it is not- so; take the case of water-rate; it is 
restricted and earmarked for one object, for meeting (along with the receipts 
from salo of water) the expenditure incurred in connection with the supply 
of water. As soon as the receipts exceed such expenditure, you have to cut 
the rate down. 

Q. — In England, suppose the rates are cut down, they are included in 
the general tax. 

A. — Here it is dealt with .separately. 

Q. — My own impression is that the Ctovernment of India have taken an 
entirely different view. 

A. — I think that is due to your taking the expressions used by them 
in the strict literal sense in which such terms would be used in a report 
by a committee of experts on taxation. The orders are vague. Eirst of 
all, they issued orders making all the railways liable to the general tn.xe.s. 
Then they changed their view. I do not think they liave ever clearly 
defined what they considered to be right, which particular tax railways 
should have to pay and how such taxes are to bo assessed, etc. 

Q. — You think on the question of principle wo should be quite definite? 

A.--Yes. 

J)r. Ilyder. Q. — ^Yon agree to the liability of railways with regard to 
the onerous taxes? 

A. — There is no way out of it in view of the declaration referred to 
by Sir Percy Thompson. 

Q, — ^They should pay for definite benefits received? 

A. — Yes, certainly. They sliould pay for the .services they receive. 

Q.— If .services are of general nature, you will agree to the position 
that they sliould pay these onerou.s taxes? 

jV. — £ think under tho Government of India’s declaration they will 
have to jiaj’. 

Sir Percy Thompson. Q. — If you had a .special education cc.ss defiiutciy 
levied for education alone and Tf tho municipality in the course of time 
.said thafc they "would iiui)0'sO another special tax, you would then pay. 

A.— That is exactly what they have been doing uj) till recently. There 
was no special education cc-s in the pa.st, Tho cost ot edncation wa.s pan 
from the general revonucs. Unt the .special cc.>s ha.s been introduced enl.v 
rcceiulv hecauso certain inunicipalitic'j started coinpiibory education, aiin 
tile pi’ocectK of the .special ci'ss havo^ been eariuarhod lor the extra .>0111 
rctiuired owinc^ to tho iiuroductiou of the toiupulnory sN-jtein, 
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Q. — ^Is it not the case that the railways may use the servicesj irhich 
may be more expensive at times? 

A. — ^What has happened in the i)ast is this. The railways have been 
compelled to make these arrangements (which may 'be costly) when they 
started their operations. In the first instance they had to arrange for the 
housing of their staff and the provision of the municipal amenities required 
for them. They formed a separate colony for . themselves. Inside the 
colony they provide roads, education, water-supply, etc. Gradually you 
get a_ town growing round the railway premises. Then a neighbouring 
municipality jjroposes to include this colony within the municipal limits. 
The question is whether the railwaj^s should be compelled to pay for 
municipal amenities which they have been providing for themselves, because 
they happen to be included wibhin the limits of a municipal town. I think 
they should have the power to put forward their views as to whether they 
should be liable to pay a particular "tax or not. 

Q. — I am thinking rather of a case of a station like the Victoria Terminus 
in Bombay. Supijosing they said that they did not want to take ivater- 
supply, scavenging, etc., would not the local authority be put to a loss? 

A. — I do not think such a case has ever arisen. What I say is that 
whenever there is a proposal to include these railway colonies within the 
neighbouring municipal limits, there ought to be some provision by which 
the railway authority could state their case before an impartial tribunal. 

Q. — Can it not do it before the Local Goveimment? 

A. — No. Now the Local Government means the Local Self-Government 
Department which is naturally prejudiced in favour of the municipalities. 
I have here two cases where the Agent of the G.I.P. Eailway has com- 
plained against proposals to include two railway colonies^ at Manmad 
within municipal limits. In these places the5' have got their own private 
roads, water-sujjply, and all immicipal amenities, and will get no ad- 
vantage from inclusion within municipal boundaries. It must also be 
remembered that railway authouities differ from private emi^loyers of labour, 
e.g., they are entirely responsible for the whole of the sanitary arrange- 
ments on every open line. 

The President. Q. — In short, what you would like is in the event of 
failure to agree to any contracting out, some independent authority should 
.determine the question? 

A. — ^Yes, that is what I want. 

Dr. Syder. Q. — In the case where you have clearly marked railway 
colonies it is all right, but there are a large number of stations where 
there are no clearly defined railway colonies and where the services are 
rendered by the mnnicipalities. 

A. — I quite agree. My proposal is in cases where there are separate 
colonies and the question of including them within the neighbouring 
municipalities arises, there should be some independent authority to decide 
the question. 

Dr. Paranj2jye. Q. — ^I believe Goveimment always ask if the railways 
have any objections to put forward. 

A. — ^But the point of the railways is that the Ministry in the Local 
Self-Government Department is not an entirely independent and unpreju- 
diced authority. 

The President. Q. — I know an instance where a railway company is 
paying two municipalities simply to be allowed to remain outside and not 
include them within the limits of the municipality. You want an unpreju- 
diced and impartial tribunal? 

A. — ^Yes. 

Sir Percy Thompson. Q. — There are municipalities in this country which 
raise quite a number of different taxes. But in England there is only one 
tax, namely, a tax on land values. For instance, in the Dnited Provinces 
the revenxie is chiefly raised by octroi, in Madras it is chiefly raised by 
house tax. Does it not therefoi e jnean that the contribution by railways in 
Madi'as is far greater than in the United Provinces? 

A. — ^Undoubtedly. > 
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'Q- — There -is no reason why it should be like that, 

A. — Certainly. 

. Q. — ^Who is to decide? 

it would be very advisable to. get some definite uniforin 
system laid down. 

, Q_. — Have you not considered the recommendation made by the municipal 
committees in the United Provinces on .the gross earnings? 

A.— Yes. 

Q- — ^Ho you think it is a feasible scheme? 

A. — No. I do not think it is a possible scheme. The receipts at a 
station _ give no indication of the comparative benefits derived by railways 
from different municipalities. 

■ Q* What about your alternative; you take the gross earnings of the 
whole line? 

A. do not see how you would apportion it. The gross earnings leave 
out of account the question of lead. The gross earnings in Cawnpore with 
a long lead to Bombay must be very much greater than what the earnings 
at Kalyan with a short lead for similar volumes of traffic. 

The President. Q. — ^There is another alternative, that is, mauudage. 

A. — ^But the difficulty about that is, how are you to fix the rate per 
maund. 

Q. — ^Is' it not in a practicable way to assume on the size of the goods- 
sheds as an index of the traffic? 

A. — think it is possible. You could probably take the goods-shed area, 
but you could not take the whole of the premises, marshalling yards, etc., 
because they may exist to meet the requirements of through (and not local) 
traffic. At a big junction station there are huge yards, but there may be 
no local goods traffic at all, and I do not see how a municipal board could 
claim a rate on land used for such traffic which never leaves the railway 
boundaries. 


Sir Percy Thompson. Q. — ^It is suggested that' the railways should not 
contribute in respect of the 'marshalling yards. 

A. — Yes; or on the permanent way. 

Q. — cannot see the reason why they should not. 

A. — Anyhow they do not pay. 

Q. — Simply because you have, for good or evil, taken only the valuo of 
the property. It maj' be right or Avrong. Why should you make a particular 
exception in the case of railways? 

A. — ^Raihvays are different from and have always been differently treated 
from other concerns. Outside the municipal limits there is no charge at all. 

Q, — Lands uncovered by buildings aro charged? 

A. — I do not know that. There is no uniform practice. Usually if a 
man has got. a godown, they only assess the value of the site it stands on. 
They do not usually charge vacant land in the municipalities. 


Q. — ^Do you know of any other Avay of taxing, apart from taxing tho 
railways by reference to the annual valuo of tho property? 

A. — cannot think of any other system. 

Q_ Do you think a tax on tho annual valuo of property is fair? 

X think it is fair on tho whole if you can get an equitable method of 

determining tho annual valuo. 

. . Q ^xt is subject to the defect that tho contribution by railways varies 

according to tho methods. 

A. — So it is for every business. 

O —Don’t you think it would be a .strong mea.suro to have difforcut 
principles in asse,s.smont, ouo for tho railways and another for others.-’ 

.X No; of cour.so there aro dilUcultie.s in applying any system oven if 

it i.s uniform. 
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Q. — ^You have not got this uuifoi-mity in any case, because it much 
depends on the amount they raise by these house taxes. Uniformity is gone 
unless you have a uniform tax in the municipalities. It would no doubt be 
more convenient to the railway companies to have one principle for all of 
their properties, but do you think it would fie so for everybody else? 

A. — Certainly. I think it would be more convenient to everybody to 
have a definite form of rule rather than having the present system or rather 
lack of system. I do not think it is satisfactory either from the point of 
view of the local authorities or from the point of view of the railways. 

Q. — Supposing in Madras the i-ailway company had a bare uncovered 
property and some other private comimny had the same kind of property; 
so far as the private people are conceimed, would there not be a source for 
complaint ?. 

A. — do not think so. The fact that railways are Government property 
puts them in a peculiar position. 

Q. — ^You have section 135. Are j'ou going to urge the ijoint that the 
railway properties should bo treated separately? 

A. — ^It is a very difficult section to use as long as you have this diverse 
practice. It is very dilficult work unless j’ou lay down some principles. 

Q. — Supposing you lay down a principle that buildings or houses and 
uncovered land which are not used for traffic purposes should not be taxed. 

• A. — ^They remain the same irrespective of the volume of traffic. The 
size of a marshalling yard is not determined by the amount of the local 
traffic. 

Q. — If you do not pay to the municipality for the land on which 
the marshalling yards are situated, there is no reason why you should in 
the other case. 

A. — ^The marshalling yards deal with through traffic, not local traffic. 

The Fresident. Q. — If you are going to pay in proportion to the amount 
of traffic roughly, then you can exclude marshalling yards, otherwise not. 
I do not think you can over work it by fixing a lump sum. After all, the 
railways must bear their share. The only difficulty- will be with regard to 
the maximum rate. The standard rate is there. I do not think you will object 
to it as long as you have got a uniform principle. 

A. — ^It is the princiijle that we wish to be settled. 

. Dr. Pamnjpye. Q. — In the case of these small junction stations which 
owe their importance entirely to their being railway junctions, are the 
railway administrations prepared to take over the local administration of 
such places? 

A. — ^I should think so, so far as the railway colony is considered. But 
whether they can take over the administration of the whole place even 
outside the railway limits, is another question, I have got a letter recently 
regarding Jamalpur which is almost entirely a railway colony. But there 
is a municipality there which has just raised the taxation to two or three 
times what it wasi two years ago. The railways would prefer to work their 
colonies as a separate municipality. As regards the taking the whole area 
junder the railway administration, 1 doubt whether that is practicable. 
I do not see what difficulty there is in their having a separate colony. 
In the United Provinces, for instance, there are cases of three municipalities 
in the form of a municipality proper, a notified area, and a cantonment 
adjoining one another, and I have not known of any difficulty arising 
there. 

Q. — ^If a big part of the area is taken away, the other part cannot be 
worked as a municipalit 3 ^ 

A. — ^I doubt if a Minister for Local Self-Government would accept a 
proposal to allowing the railway authorities to have control over the non- 
railway community. I do not know if that would be a practical measure. 

Sir Percy Thompson. Q. — ^As regards the basis of assessment, I gather 
from your note that considei’able diffictilty is felt by the railway companies. 
Generally speaking, there are two methods of assessment, one with refer- 
ence to the annual value and other, taking an arbitrary percentage of the 
capital cost. Do you think it is possible to arrive at the annual value? 

A.— No. 
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Q. — ^But is. there no difficulty about the capital cost? When the value 
of the property goes up, the railway companies’ contribution remains 
constant. 

A. — ^But the value of the railway property does not go up to the 
railway. The permanent way is of the same value to the railway whether 
situated in a desert or in a city. If you sell a hoiise, the purchaser will 
pay more than the original cost price owing to the rise in the value cf 
land; but this would not apply to the sale of a railway. 

The President. Q. — ^Would you object to the valuation by the Collector 
on the land acquisition principles, simultaneously with the revision of the 
assessment of the house tax? 

A. — do not think it is quite fair to the railway to take the market 
value of the land. 

Q. — ^After all, the amount is not veiy large. 

Dr. Syder. Q. — Supposing you sell the State I'ailway to a company, 
would you sell it at the capital cost? 

A. — ^It would be sold as a running concern with reference to the 
profits. 

The President. Q. — Suppose you gave up a piece of land and the Local 
Government took it over; on what basis would you determine the value? 

' A. — ^At the market rate, just as they charge us. 

Q. — Take a town like Bangalore; you have got extensions all over. 
The railway property is going up because the town is increasing, and it is 
legitimate that they should pay a higher tax, and it is a question whether 
you can measure such, an increase. But a rough and ready way can be 
had. 

A. — do not think that the market value principle does apply to the 
railway property. It never can. 

Q. — Nor is it so with regard to the house tax. But as the line of 
least resistance, would you adopt that principle? 

A. — I am not prejiared to object to the principle of taking a certain 
percentage. 

Sir Percy Thompson. Q. — If it is a constant rate on the caijital cost, 
you won’t object? 

A. — No, I won’t object. 

The President. Q, — You mention, “It would not be unreasonable to 
claim exemption from municipal taxes for railway buildings and structures 
which are iirovided free of clxarge to i-ailway passengers for their comfoi't 
and convenience, such as waiting rooms, ixlatforms, refreshment rooms, 
etc.” 

A. — ^Yes. I was thinking of the waiting rooms, etc. 

Dr. Ryder. Q. — ^Does not the ixricc of railway tickets include a charge 
for these facilities also? 

A. — ^I supijose it ought to. 

The President. Q. — ^Is there any definition of 'station premises’ or 
‘goods yard’ ? 

A.— No. 

Dr, Ryder. Q. — there no definition of 'station premises’ in the 
Railway Act? 

A.— No. 

Sir Percy Thomj^soii. Q. — Could you give us a definition? 

A. — I could not give it straight oft. There used to bo a definition in 
tho United Provinces Municipal Act, which excluded certain buildings 
definitely. 

The President. Q. — May I take it that the iilutform area is distinctly 
to bo included? 

A. — I am not quite certain. I .suppose you should take into considera- 
tion the platform area, the station Iniifding, and tlie goot.li'-shcd. it you are 
to take as the basis the buildings used for local traffic. 
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Q. — Wiiat about tho motor tauk*J, .■'liods, workshops, etc.? Thou 

thero aro also Jiospitals, dispoiisarios, .solmol;, ole. 

A. — Most iminicii»alitioo o.\oiiipt buiUIinp.s like dispousaries and schools. 

Sir Vcrcu Tlwtnp.^nn. Q . — II wtiuld bo botlor to huvo a statutory oxL'inp- 
tioii. 

A.—Ws. 

The I'rcsitlrni . t). — Yoii oxrludo ‘lio.pitaK, di ,poi) '.irios, schools, un- 
covorod lands. lands i.dton up for tr.ick, sortini^ and iiiar.-.halHn;^ yards, 
.sidings outside station limits, oto.’ Y<nt have station land, goods y.ird, 
goods-sIic<l, machino sheds and wor'tshoi).-. 

A. — I do not think you i.iu oxchido wuik lmpo 

Q. — You don’t w.tnt to cxcludo on, ’tine duds;" 

A. — I am r.ithcr doubtful. 

Q. — One the things aliout uhith tleae i. .i lot of fioublo i,-. water 
tanks. Yon s.iy ‘Buildings' im iude hou e. .»nd .uiy other stria tuio whotliur 
masonry or of .my other sot I." 

A. —Yes. 

Q. — ■Be.illy yon aould .au'pt the lax.ition of .inching in the sh.ipe 
of iniilding. but net the I.iiidt' 

.V. — Yes. I Wiinid not im lnde m.u di.diiii;' \,iiii.. I do not think they 
aifeet tho muiiieip.tlity. 

Q. — Can you distinguish i.etae«n a hi. ti 'h. tiling y.tid and a i'ood.s yard.^ 

A. — Yes, t.erl,iin!y. ,\ m.n h.iilin;’, y.nti i, aheie the (rains are made 
Up; wlieio through ti.iltie is ..oried out .md je.irranged. 

Q. — Kvorything in the station limit. e\<i*ptin;c ni.ir.sh.illing yards and 
pcrmaiicta w.iy, you would havel-' 

A.~Yc-i. 

Q. — ^Tlial sinipliiie. nnitieis con dder.ibly. 

— 1 thiidc fco. 

Sir I’crci/ Q . — You would not like tho Kiiglish system hero? 

A. — N*o. Ii has never been ..uggi iteil lieie; eommiiteej who liavo 

reported on ihu mailer Imve < (indemneil it ; ami I do not know how it could 

bo worked. 

The I't’csiiUiiL Q. — You do not tecommeml special lep.i.slatiou ? 

A.— I think it is dedrablo ih.it v.o h.ivo either siiecial legislation or 
a spcciid order l.iyiiig douii some general priueiple.s and not leave it to 
tho individual commissioiit'r.j to seltlu individual e;i,se> on no uniform ha.sis. 

Q.— And if yon recommend a special -Act, you rccommeml a similar ono 
also lor Oovernmunt lauds and other pnhiic utility bodic-s, such as port 

trusts, etc., in reference to which the law is cipially vaguo? 

A. — AY.s; I think it i.s nceexsary. 

Sir Vcrcu Thompujn. Q. — If yon refer to tho Govornment of India 
memorandum about terminal ta.xes dateil (itli July whero tlio principlc.s 
aro laid down for tho guidaiico of Local Govornments, you will i'md tho 
more important of theso principles aro that tho torminal ta.x should not 
necessarily bo loolced upon as u step towards an incroasing degreo of 
direct taxation, but may l)o introduced nioroly in order to ropluco octroi, 
provided tliat tho receipts from tho tonuinul tax do not matorially exceed 
those front tho octroi wltich it snpcr.scdes. Aro not tho words ‘•toivards 
an increasing degreo of direct ta.xatioii” a inistako for “towards an iu- 
croasiug degreo of indirect taxation”? 

A. — No. Tho phraso is quite correct, but in order to understand tho 
inoaning it is necessary to explain in some detail tho Jiistory of tho intx’o- 
ductiou of tho terminal tax, Tho proposals for tho introduction of a 
torminal lax wore nmdo by Local Govorninonts, nioro particularly by the 
United Provinces Govornment, as a means of getting rid of all tho evils 
of octrei. Tho Government of India and tho Scci’otary of State had 
opposed torminal taxes on principle, and when pressed to agree to tho 
introduction of torminal tuxes us a lessor ovil than octroi, thoir first 
decisions wore tliat tho torminal ta.x might bo iutrodiicod moroly as a 
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kind of half-way house in the ti-ansition from indirect taxation as repre- 
sented by octroi to direct taxation. The United Provinces Committee had 
recommended the abolition of octroi in all municipalities in the provinces, 
and in the majority of cases had proposed that it should bo replaced by 
direct taxation, but in the larger towns and main centres of trade where 
the receipts from octroi formed a much greater propoi'tion of the total 
municipal income, they had anticipated that it would be difficult, if not 
impossible, to obtain immediately the Avhole of the receipts they had derived 
from octroi from direct taxation, and they therefore, in regard to those 
particular places, proposed that they should be allowed to derive at least 
a certain amount of the income then derived from octroi from a terminal 
tax; the higher authorities had laid down originally that this might be 
permitted merely as a transitory arrangement to pave the way finally for 
the introduction of more direct taxation until the whole of the receipts 
could be obtained finally from direct taxation. The Local Governments, 
however, of the provinces where octroi was in force, anticipated that the 
municipalities would strongly object to any such proposal, that is, to 
introduce terminal taxes merelj' as a temporaiy measure with a view to 
the ultimate replacement of octroi by direct taxation. In this principle 
referred to, the Government of India gave up their original position and 
agreed that terminal taxes “should not necessarily be looked upon as a step 
towards an increasing degree of direct taxation, but might be introduced 
merely in order to replace octroi, provided that the receipts from the 
terminal tax did not materiallj' exceed those from the octroi which it 
supei’seded” ; that is, there was no obligation on the part of municipalities 
where a terminal tax was introduced in jilace of octroi to ultimately get rid 
of terminal taxes by direct taxation. 

The President. Q, — The point in your memorandum is that there should 
be a controlling authority over the schedules of terminal taxes. 

A. — Yes. .The Government of India Rrst laid down a principle that 
the terminal tax should be only inti-oduced in replacement of the octroi 
and it should not be allowed under any other circumstances whatsoever. 
But this principle is not strictlj' enforced now. 

Q. — Would you adhere to that principle now and say that no lioro 
terminal taxes should be levied? 

A. — Yes, except in replacement of octroi now in existence and to 
produce an income not greater than the existing income fi'om octroi, 

Q. — The tenniual tax has been introduced in many places since tho 
Ileforms, and it would bo unfair to refuse it now to tho other towns. 

A. — Yes. But if you look at the United Provinces Report you' will 
find that out of some 70 or 80 municipalities whoro octroi was in force, 
in 40 or 50 octroi was replaced by direct taxation and only tho remainder 
were allowed to replace it, either wholly or in part, by terminal taxes. 
There was tho same unfairness then. 

Q. — ^You say they have begun to go back? 

A.— Yes. 

Q. — ^.Issuming that tho terminal taxes exist and yon think that there 
should bo an independent authority to fix tho rates, etc., whom would 
you have as controlling authority? 

A. — It should bo tho Govei-nmcnt of Jndia as before. 

Q. — Regarding the increased rates, tho railway authoritie.s insist that 
they should bo consulted, and I suppose they are certainly right, Wonlil 
it bo satishictory if tho final decision vested with tho Provincial Government? 

A. — No. It never used to vest with tho Provincial Government before. 

Q. — ^^Vould thoro not bo a strong opposition now to go back again to 
tho Government of India? 

A. — Yes, but that cannot bo helped. Otherwise thoro will be no 
control. 

Ur. Iludcf. Q. — You know thero is a very big iiuliHiry in Moradab.id. 
.Supposing the municipality wanted to realise the revoine iiom tlii'; iiiann- 
facL\ire, and* they iboughc iiisU'.ul of going to every black-.niith. it i‘ 
e.isier to ro.di-ie the revenue from tho raw in.uei i.d iiniiorted tiuough 
terminal tax. 
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A. — r do not Unon* if there is a terminal lax tliore. The rates arc 
extraordinarily high not only on industries in towns hut on everything 
else. If tlioy tax these raw materials, 1 should think ilioy aro doing a 
wrong thing hecaU'e it will do eoiisiderahle damage to tho local industry. 
Tho trade will certainly sulTer. 

Q . — Bub Ihoro is tho prc-stimitlion that the trado has estahiished itself. 

A. — I should think it is a dangerous policy for tho trado. 

Sir Perc)/ Thompson. Q. — Practically your iccommcndation i.s that we 
should return to tho pre-Heform days-’ 

A. — Yes. 

Q. — Y^ou cannot see any half-way hou-e? 

A.— No. 

Q. — Would it he praeticahlo to <lraw up a model schedule for terminal 
tax which would follow your railway .schedules and impose a limitation 
on articles which may he taxed and rate,, which may he imposed? 

A. — Tho cl.iv,i(ication c.tii he done hy following the railway tariff. 
But it is extraordinarily dilliciilt to l.iy down any rales, 

Q. — I.s it dilficidt to lay down the maximum rates? 

A, — Y'cs, I should say it is very diflicnlt. 

Q.— Why? 

A. — BocaU'-e after .all. the.se terminal taxes are in j)ractice looked upon 
ns something in addition to the railway freight. Tho railway froighLs vary 
according to the distiinccs the tradie i.^. carried. 'I’lierefore. tho rato.s 
hy adding a few pies to the existinu one.s might Kill the trado in a phico 
like Cawnpore, which is .a large distrilnithig iciitie and a tentre of wholc- 
salo trado, which works on a small margin of piadU per ton a.s compared 
with tho retail tratle. On tho other h.tnd, ti larger rate in a placo like Agra 
may m.ako no ditfeioiice at all where the rale is on goods c:m,siimed 
within tho municipal limits, ft all depends on dilfeieiit centre-.. Cawnporo 
i.s a hig di.strilniting ceiitie and every .small increase in tlu> rates ha.s to 
bo .scrutinised to seo th.at it docs not affect tho tr.ido. 

The President. Q. — Would it not he practicahle to imposo a maximum 
rato in any municipality? 

A. — you aro going to prescrihe a maximum rato, it must ho n 
low ono to .suit tho hig centres of trade; otherwise tho trado wall bo 
killed; while such a low maximum rate, ncccs-sary for tho protection of tho 
big trading contre.s, will bring in no ai>preciahlo income in towns whicli liavo 
no such trade whero tho imports aro mainly of articles to bo comsiimccl 
within municipal limits and in neighbouring ureas. 

Q. — Tho hig centrc.s will not use the. maximum rate. 

A. — ^^Vhy? There will ho nothing to provont them. 

Q. — Because it will kill tho trado. 

A. — But that is what tlioy havo done and what they did do with tho octroi 
rato-s. Tho octroi rates drove trades out of several towns. 

Q. — ^You think that no maximum is bettor than a coinparativoly high 
maximum? 

A. — 1 cannot say that, hut I say it is very difficult to fix any maximum 
rates that avouIcI bo suitable for all municipalities. 

Sir Percy Thompson. Q. — You moan that tho maxiimim will have to 
bo such that it Avill not ahsoluloly kill tho trado? 

A.-j— Yes. Tlieu you will havo to considor'^many other iioiuts relating 
to individual trades. For instance, they may bo small places. 

The President. Q. — ^Would it not bo best to levy tho tax only on 
tho exiiorls in certain cases? 

A. — ^It miglit be worso than tho otlior. 

Q.— Take the instance of cotton that comes into a town ivhere there 
is a ginning . factory. In such a case, wouM it not bo better to levy a 
tax on ^the cotton that leaves the factory? 

.A. — ^Yes, bub I do not believe in taxing the raw material. It ivould 
be far better • to tax the trade directly. 
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Q. — With reference to the notification of the toils leFied in connection 
■with the terminal tax, do you agree to that? 

A. — you refer to the Xagiaa proposals, I do not agree -srith them at 
all. These proposals mean the reintroduction of ‘octroi under another 
name so far as relates to traffic coming in by road. Under the terminal 
system in force in Caw^apore and the system -srhich it was originally pro- 
posed to apply to other municipalities in the United Provinces, the 
terminal tax on goods arriving by rail “was counterbalanced by a terminal 
toll on goods arriving by road, but this terminal toll was not levied 
at differential rates according to weight , or amount or class of articles 
imported by road; it -was simply a tax on carts. A fixed rate was charged 
for every one-bullock cart, and another rate for two-bullock cart and 
another rate for a four-bullock cart irrespective of the amount or charac- 
ter of the contents of the carts. There was only one slight variation in 
the general rule that no distinction was to be made in the amount of 
toll owing to any difference in the nature or ciuantity of the contents 
of the carts, and this was that certain kinds of imports of very low value 
such as earth, ballast, grass, etc., were charged a lower rate of toll. 
The system was very easy to work and reduced to a minimum the in- 
conveniences to trade or possibilities of peculation. I have seen a hundred 
carts pass through a terminal toll bar in Catrnpore in a few 
minutes. One carter would come up and ask for a hundred tickets for 
two bullock-carts; the charge being S annas per cart, he paid 50 rupees, 
and all that the toll clerk had to do was to see that not more than 100 
carts went through. It was only when a man claimed that the goods he 
was carrying in his cait consisted of grass, earth, or any of the other 
few article^ entitled to go through .at the lower rate, that the contents 
vere looked at. But in the Xagiua case, while they propose to have a 
general rate and this lower rate for the few low priced commodities referred 
to, for a large number of articles they propose to levy as a toll the same 
amount of tax as would be collected if the goods came in by rail, and 
this I consider to be merely a reinti-oduction of octroi under another 
name — an octroi without refunds. It "will have all the evils of octroi 
as it will mean stopping of all carts, the examination of the contents of 
all carts, the weighing of these contents, and it was this kind of evil in 
connection with octroi which it was sought to abolish when it was pro- 
posed to replace it by terminal taxes and terminal tolls. 

Q. — Can you tell us anything about the terminal tax in Karachi? 

A. — ^I do not know much about it. I think it is a very ancient tax 
there. 

Q. — ^Have you any views on the town duty ou cotton in Bombay? 

A. — Yes. The railways have made a strong protest in the matter; 
They have said there is no objection to getting out of a terminal tax the 
same amount of net income derived at present from the to'wn duty, but 
if the Corporation are going to take 20 or 40 lakhs more out of the 
terminal tax out of it, the railway traffic is bound to be reduced. It is 
of little use attempting to cut down railway freights or harbour dues 
to attract trade to a port, if the local Corporation put on terminal taxes 
on goods coming to the port. 

Q. — ^Do you think it is legitimate that a town like Bombay should tax 
manganese which is going throtigli that town? 

A. — ^I think it would he starting on a path that would ultimately lead 
to the destruction of the trade. 

Q. — ^The justification for octroi is that it is a tax on the consumption 
of the town? 

A.— Yes. 

Q. — ^In the case of manganese going _ through Bombay, it is purely a 
transit duty and contraiy to every principle? 

A.— Yes. 

Q. — You know the town duty on cotton, which is apparently 50 per 
cent of the export? 

A. — I do not know that. The railways always objected to "this terminal 
tax. It hampers the railways tremendously in fixing the rates. lYe 
consider that terminal taxation generally is merely a method of abstract- 
ing a certain amount of rail'way revenues for local purposes. 
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Q. — You liavo not got vorj' clcfnuto .suggo.'jtioiis liou- to try and clieclc 
this teiidencj’? 

A, — Mj' view is that j'ou .should go back to Lho original ])idncii)lo 
laid down when the hast tenninul tax was sanctioned and insist that 
the amount raised by levying the terniinal tax .should not oxcood what was 
raised through octroi. 


Sir Percy Thompson. Q. — Are there any political diilieiilties there?. 

A. — Yes, there are alway.s .such difHcuItics. Tt means changing the 
constitutional rules. But [ do not think there is any otlier Avay, Tho 
only method that the Central Government have got at present oY inter- 
fering is through the railways. But if tho railways wore to protest and 
refuse to collect the tax, tho municipalities would simply put a toll bar out- 
side tho- railway .stations and collect the lax on goods as they pa.ss out 
by examining and weighing tho goods as they used to do iii collecting 
octroi, 

Q. — ^^Vould there bo aujj' difficulty in having all these .schedules revi.sed 
under the control of a committeo on which tlio provinces are repi'osented 
and also tho Bailwaj' Board? 

A, — do not think you will get much out of it. 


Dr. Ilyder, Q. — ^^Vould you refer the question of tho rates of terminal 
taxes to the proposed Rates-Tribunal, who are intended to safeguard tho 
intei'ests of trade? I think if 3’our Railwaj' Board is roprosonted oji tho 
Rate.s-Tribunal Committee, they might take a broader view of tbo ca.se; 
is it not? 


A. — -That also would mean a change in tlic law. 

The President. Q. — Actuall.y under the pi-e.sent arrangoinont tho rail- 
3va5’s are required to bo consulted in oveiy case; i.s it not? 

A. — ^Yes. 


Q, — You have been a Secretary to a Local Government in the Local 
Self-Government Department. Do you think it desirable to allow tliem 
to frame Acts as they do now allowing tho local body to inipo.se an^' tax 
that is admissible under the Scheduled Taxes Ruie.s? 'riiero is great 
difference between the Madras Act which has got quite a numljei- ol ela- 
borate schedules and the Punjab and the Centi-al J^rovinccs Acts, In 
the latter provinces the^' .simplj' have one .section by \rhich an.v local body 
can impose auj- tax. 

A. — ^The position in the United Provinces, as far as f remember, i.s 
that no munieipalitj* could impo->o a tax for the lii'st time without tho 
coucurrence of the Local Government or of the repiescnt;Aive of tho 
Government, the Coinmi.s.sioner of the Division, but no .such sanction wa-i 
required for the variation of the rate of ta:;. TJie rule, regulating 
assessment and collection of the ta.x had to be apjjroved of by the 
Commissioner, but the Local Government Jiad prepared nioclel rules, and 
in iiractice any municipal boai-d could n)ake any rules in conforiniiy 
with those model ruie.s, and all that the Local Government co/;,idered 
were proposaLs for variation,, from those model rule-,. They ijad to ioolc 
at ans' such vari;itions mainh* in order to decide whether they were h-gai. 
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Q. — should Jiob leave coinplcto option to tlio local body? 

A. — I do not know that. Per.sonally [ would like to see direct taxation 
cvei-ywhere, in every local body, hut I doubt very much it' it is a practi- 
cable measure in the North of India. The oaily way in ^yhich I think 
any compulsion could bo introduced in the matter of requiring particular* 
taxes to be imposed locally would be by restricting by law the particular 
, taxes that local bodies could impose. 


Written memoranda of witnesses not examined orally. 


Written memorandum of the Board of Revenue, Madras. 

Q. 1 — Aniiexure A-II (a). — So far as this I^residency is concerned, the 
Board considers that the statistics contained in 'The Statistical Abstract of 
British India, which gives the quantity and value of the ininei’als pi*o- 
duced are adequate. The figures in the above publication are found repeated 
in The Commercial Statistics of British India. The Becords of the Geological 
Survey of India, volume LIV, contain statistics of production and value of 
minerals for 1920 and 1921. The returns containing these statistics are not 
submitted to the Board and it has no means of checking their accuracy. 

Q. 10. — The land revenue of the Presidency is derived from the under- 
mentioned sources : — 

(i) Peshlcash in permanently-settled estates. 

(ii) Shrotrirjam jodi. 

(iii) Proprietary estates village service. 

(iv) Ryotwari demand including water-rate. 

(v) Miscellaneous revenue. 

Though local-fund cesses^ are collected along with lantl revenue they 
must be deducted for the purpose of answering the present question. The 
total land revenue demand for fasli 1333 (1923-24) excluding cesses 

(Rs. 91,86,961) and deducting remissions (Rs. 36,91,518) was Rs. 7,19,00,067 
as shown in the statement annexed. Details are given in it for important 
items under V — ^Sliscellaneous revenue. 

In order to decide what items are included which do not fall within 
the definition of a, tax, it is necessary to define tax. For tlie sake of simpli- 
city the Board will adopt Chapman’s definition as “a . compulsory contribu- 
tion made to Government under stated conditions when the contribu- 
tion is not a cyuid pro guo for a specific service rendered”. It is obvious 
that items (i), (ii) and (iv) are tax revenues and do not call for any remarks. 
In the case of “proprietary estate village service cess”, items (iii) — ^how- 
ever, the idea of equivalent benefit is very prominent. The cess is levied in 
order to allow of payment to village officers by Government instead of by 
proprietors, and it would appear that it is not a tax, but the point is 
by no means free from doubt. Turning to item V — ^Miscellaneous revenue — 
the following items are apparently not of the nature of a tax; — 

4. Enhanced water-rate for irregular irrigation (Rs. 5,72,498) — This 
is a penalty. 

5. (b) Enhanced charge for irregular occupation of laud (Rs. 22,188) — 
This is a penalty. 

6. (b) Enhanced charge on ' porambohes (Rs. 3,51,160) — ^Tliis is a 
penalty. 

8. Commission on estates under the Court of Wards (Rs. 85,121). 

9. Revenue from jjrocess service fees (Rs. 17,688). 

10. Sale-proceeds of lands sold (Rs. 6,48,161) — Sale revenue. 

13. Sale-proceeds of coir (Rs. 1,10,247) — Sale revenue. 

15. Janmahhogam (Rs. 29,776). 

19. Costs awarded in suits (Rs. 13,883). 

21. Sale of fisheries (Rs. 10,824) — Sale revenue, 



22. Cost of deniartatioii stones (Rs. 1-5^282). 

23. Demarcation fees (Rs. 8,680). 

26. Sale of trees (Rs. 9,53'f) — Sale revenue. 

Item 15. — ‘Janmalihogam’ lias been ineliuled as it reprcoonis tlic .share 
due to Goverjunent as landlord and not a.s State, but for the purpose of the 
present enquijy it sliould in’obably be regarded as equivalent to land revenue. 

ST.VTEirEXT. 


Items. 


Amount. 


I. Peshkasli on permanently-settled estates 

II. Sbrotriyam jodi _ 

m. Proprietary estates village service 

IV. Ryotwari demand including water-rate, .second crop 
charge and deducting miscellaneous revenue and 
remissions ... ... _ ... 

V. Miscellaneous revenue (details given below for import- 
ant item) 


K3. 

50,12,575 

7,57,078 

0,29,619 


5,19,32,062 

1,05,68,733 


Total ... 7,19,00,067 


Importani details wider item P. 


KS. 


Court of Wards 
fees 


1. Jodi and quitrent on minor inams ... 

2. Water-rate on minor inams in ryotwari villages 

3. Charge for water in zamindari and inam villages 

incluaing tirvajasti and faslijasti ... 

1. Enhanced water-rate on lands irregularly irrigated ... 

5. Charges levied for occupation (with or without appli- 

cation) of assessed and unassessed lands for which 
no pattas have been granted : — 

(a) Ordinary charge 

(b) Enhanced charge 

6. Charges levied for occupation of poramboko land or 

land reserved for State or communal purposes; — 
(«) Ordinary charge 
(b) Enhanced charge 

7. Revenue derived from tree pattas 

8. Commi.ssiou on estates under the 

management 

9. Revenue from process service and 

10. Sale-proceeds of land .sold 
31. Rent of laid sas ... ... 

12. Quitrent and ground rent 

13. Sale-proceeds of Amindivi and iilalabar Coir 
Tl. Shell-pit rent 

15. .lunmabhogani 

16. iMica revenue 

17. liack a.sscssinent ... 

18. Assessment on resumed inams 

19. Cost awarded in suits 

20. Island collecQons (^lalubar) 

21. Sale of fisheries ... ... ... ' ... 

22. Cost of demarcation stones 

23. Ileum reatiou fee.s ... 

2C Fees for prospecting minerals and (piariyiug fees ... 

25. Lease of Government land and laud acquit ed nu 

railways 

26. Sale of trees 

27. Assessment on backvards ... 




0 . 


f - 11 - — I’liis qucsiion I'efer.s to the items of lum-ta'c i' 

sO 111, 1,0 iiienlioned in (). 10 included niuier u'wnue Ik-.h. 
le.eiiue, such as ‘Foiesl,’ 'J’lxeiso,’ ‘Regislr.uion,’ 


23,10,166 

14,92,491 

22,72,950 

5,72,498 


5.12. 156 
22,188 


2,63.193 

3.51.160 
4,95.072 

85.121 
17. OS's 

6. 18.161 
6. 15.206 
2.16.915 
1.10.217 

•13,565 
29.776 
21.. ">6 1 
19,2s 1 
IS.l’AO 
13.^'s ' 
13,51! 
10.>2i 







I’lio iLoias slioAvii in iho Aunoxuro appear to answer fclio description of tlio 
items coatomplatod in tliis question. To these may bo added the items 
mentioned jn B.S.O. No. 18, paragraphs 4 (2) to (5) as also revenue derived 
from trees in the beds of tanks and 4rees in the bunds of irrigation sources, 
except those for which the Public WorKS Department maintains a staff of 
tfatchmon. All those items are credited to 'Forests’ and the excepted iteiu 
to Public Works Department. . • 


Anxexuhe. 

XIX. B. Police — Pound Fund Beceipts — 

(i) Fines on stray cattle, 

(ii) Fees for feeding impounded cattle, - , 

(iii) Sale of forfeited or impounded cattle, and 

(iv) Sundry receipts such as sale-proceeds of manure, old materials, 

trees, etc. 

Q. 15 ; — Adcquacij of water charge . — In the case of lands classed as wet 
it is not easy to sexiarato the water charge from the land revenue. This 
is, however, now done bj’ taking a prescribed percentage of the land revenue 
assessment as a sliaro duo to irrigation. Adding to this the revenue from 
the water chai'go on diy lands, the total irrigation revenue amounted to 
272.8 laklis in fasli 1333. The revenue under works for which caxntal and 
revenue accounts are kept ivas Its. 191.2 lakhs and the reveuuo under other 
works Its. Sl.l lakhs. The question whether tlie cliarge for lyater is ade- 
quate depends entirely on whether all legitimate charges (including dexirecia- 
tion charges) are made against the works by Public Works Department, 
and the Hoard cannot delinitoly say whether the charge for water under 
these works is adequate. No provision appears to be made for depreciation 
of works and the debit on account of collection charges is only 5 per cent of 
the gross collections. It is perhaps pertinent to note that the cost of 
district administration excludiirg village establishments in fasli 1333 was 13.1(3 
per cent of the total land revouuo and cesses collected, and including 
village o.stablishmont 26.4(3 per cent. The establishment charged to land 
rovonuo does, however, perform multilarious duties of which the collection 
of land rovonuo is only one. Even if the percentage allowed for collection is 
adequate aird the omission to provide for depreciation docs not seriously 
vitiate the ligure.s, it would appear that the charge for water under un- 
irroductivo works at least is not adequate, even if the charge under xrroductivo 
works is adequate. 

As regards works for which capital and revenue accounts arc not kept, 
the enclosed statement shows the outlay incurred, the gross irrigation revenue 
and the share collected with laud tovouuo during the last ton j'cars. The 
major iJortion of the outlay is, strictly siioaking. mainteaanco or re^jair chai- 
ges, and only a small portion roiirosents capital outlay. It is now quite im- 
possible to say what the capital outlay on these works was. In the absence of 
regular accounts maintained on correct principles by which interest on capi- 
tal, depreciation on works and plant, nuiinlenance, and' cost of Public Works 
Department and Iteveinio cstabiishmcnts engaged in maintenance and suijor- 
yision of works and collection of revenue and included in tlie accounts, it 
is impossible to say whether the charge for water is adequate. Further, 
the (picstion is largely an academic one, as the major xjortion of the irriga- 
tion revenue derived from these works (77.2 lakhs out of 92.8 lakh.s' on the 
average) is consolidated with the wet assos;5ment ami is collected Avith it. 
As already pointed out above, the wet assessment fixecl at settlement has no 
spocilic relation to the value of water and at resettlements the chief con- 
sideration guiding enhancement of rates is rise in prices and not the question 
of obtaining a higher return for Avater .supplied to Avet land.s. 

/’riiiripfr on irhich water eharijr is faced . — If ‘principle’ is distinguished 
from ‘method’ as it should be, Llien, in the Board’s opinion the only discern- 
ible principle adopted is to charge the land irrespective of the crop grown or 
the quantity of Avatcr taken and irrespective of the additional A’aluo given 
to a crop by irrigation. The net a'-scssincnt is ii.xed at .sottlemenls and 
raised at resettlements regardless of the cost incurred by Government in 
bringing the Avater on to cho land. 

Wlietlur to chanje bare cost or eoininvrciat profit . — .Vs to quoric.s 1 and 2 
in the quc'.tion. the Board suinnils that the reference is apparently to uoav 
A vorks for Avhich capital and revenue accounts will Ijo kept, 'rhe Boartl is 
not sure that the accounts are kojit by the Dejiartment of Public Works 



ou rocoyiiizoil coiiiinorcial lines aiul it if? nob cci’bain wluiL items would bo 
included under the term ‘bare cosl’/ 'J'ho J3oard cannot thoi-oforo hazard 
any opinion as to which of the two courses would bo prolerablo in Lho caso 
of these works. 


Esci-osuiir. 






Sliaie 




OuUay 

Gloss irriga- 

oollecled 

Percenlage 


Year. 

inouried. 

tion revenue. 

with laud 

of colmuii 2 




revenue ou 

to column 3. 





wet lands. 



(i) 

(-) „ 

.0 

_ __ (^) _ 

(5) 



r.b. 

ns. 

ns. . 


1911-15 


28,77,181 

91,63,136 

71,31,065 

31' t 

1915-16 

< • • • * * 

25,25,767 

98,20,576 

75,71,868 

25-7 

1916-17 


21,35,169 

91,67,003 

76,29,222 

26-6 

1917-18 

• * g H 

• « • • * * 

28,51,552 

95,76,717 

76,98,806 

29-7 

1918-19 

« « • « 4 * 

29,23,918 

76,92,072 

73,05,898 

38-0 

1919-20 

■ • • « • • 

28,17,901 

99,20,929 

80,98,119 

28-7 

1920-21 

• « • • • • 

29,61,885 

95,73,716 

79,15,110 

30 9 

1921-22 

• • • • • * 

32,85,210 

98,18,126 

81,12,667 

3;}-3 

1922-23 


28,11,181 

99,51,292 

80,92,720 

28-5 

\ 

' 

1—1 


32,25,867 

81,09,951 

76,51,263 

39-7 


Aveiage . . 

28,78,193 

92,80,111 

77,21,339 

31-0 


Q. 17. — The question apparently has reference to the i)roposals_ in Q. lb 
immediately preceding for claiming a share in the enhanced capital value 
of land resulting from the construction of an irrigation work. So lar as 
the landholder and his tenant are concerned, tho former can, under section 
30 (ii) of the ^kladras Estates Laud Act, enhance rent lor improvemonts 
effected by him, and the provision of irrigation facilities is regarded as an 
improvement. This, however, is hardly in the nature of a betterment tax 
since the enhancement follows tho increase in the iiroductivo powers of tho 
land rather than the increase in tho value of the land. The Madras Estates 
Land Act in fact contains no provision by which any charge for betterment 
can be made. 

Q. 90. — The Board presumes that what tho Committee mean is that as 
the settlements of the several districts are based inter alia on prices of 
foodgrains for different periods and as prices tend to rise, the tendency 
being particularlj' marked in more recent years, the incidence of assessments 
in the several districts is not uniform and that there is in consequence a 
certain amount of inequality, land resettled recently being more highly 
assessed ceteris paribus than laud resettled some years ago. Such inequality 
Avould no doubt exist if at overj’’ sottlemout and resettlement tho State 
enforced its right to one-half of tho net produce and fixed the assessment 
accordingly. In jn-actice, however, the assessments fixed at the initial settle- 
ments were less than the money value, at tho commutation price, of one-half 
of tho net produce. The increase in assessment made at resettlements re- 
presents only a fraction of tho iiercentago increase in prices which took 
place during the currency of the previous settlements. There is thus not 
much inequality, apart from the inequality resulting from varying condi- 
tions^ in the rates of assessment fixed at tho resettlements of the several 
districts. The enclosed .statement, which comiiares tho rates of assessment 
on a few tarams taken at random in some of the recently resettled districts 
with tliose fixed in some di.stricts resettled earlier, shows that there is 
little, if any, foundation for the underlying suggestion in the question, so 
far as ivet lands are concerned, that recent resettlements have imposed a 
more severe burden than previous resettlements because of the rise in prices 
in recent years. It might he argued that as regards dry lands the most 
recent resettlement does show this tendency hut difference in district condi- 
tions has to he taken into account and the Board does not consider that any 
definite inference can be drawn. Under the orders recently i.ssiied the en- 
hancement of the rates of assessment, where it is proposed on the basis of a 
rise of prices only, will not in futni’e resettlements exceed 18] per cent. The 
inequality referred to in the qiication is, in the Board’s opinion more 
imaginary than real. 
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STATEMENT. 


Tar am. 

lleeently resettled 
districts. 

Districts resettled 
ten years ago. 

Districts resettled 
15-20 years ago. 

Madura (Non- 
Periyar). 

South Areot 
(Non-Cole- 
roon). 

1 'o ^ 

1 

O c 

C ^ t 

•M ( 

O 

o 

< 

O 

M ! 

o 

o 

, 

! O 

1 

! ^ 

o 

.5 

O 

Coimbatore. 


liS, A. 

1 RS, A. 

ns. A. 

I ns. A. 

ns. A, 

1 ns. A. ] 

[ ns. A. 



TFif — Butt! per acre. 




3 

8 2 

8 6 

7 12 i 

8 12 

8 12 

7 4 

9 4 

i 

6 11 j 

7 2 

7 2 

8 2 

8 2 

5 12 

6 It 

5 

5 10 1 

5 15 

6 -1 1 

7 8 

7' 8 

4‘ 10 

5 12 



Dry— 

Jtate per acre. 




3 

1 8 

2 13 

' 2 13 

2 0 

1 8 

! 2 1 

1 6 

4 

1 1 2 

2 1 

2 8 

1 9 

1 0 


1 2 

5 

0 11 

1 11 

2 4 

) 

1 1 

0 12 

HI 

0 13 


Note. — The rates entered under Tricliinopoly are lho.se fsanelioried for the resettle- 
ment which is now being introduced. 

Q. 105. — ^lu addition to the royally or the alternative dead rent, a sur- 
face rent assessed with reference to the rate fixed or which may he fixed for 
the land subject to a maximum of one rupee and a minimum or 4 annas per 
acre is being levied. The Board considers that any further taxation is un- 
necessary in the present undeveloped state of the mining industry in this 
pi’esidency — vide Board’s remarks in paragraph 2 of B.P. Mis. No. 2.320, dated 
2nd October 1924. 


Written memorandiun of the Hailway Passengers' Associations, 

South India, Madras. 

Questions 13 and 14 in the questionnaire deal with commercial and semi- 
commcrcial undertakings of the Government including railways. My 
Committee wish to confine their attention to railways. We do not wish to 
deal with the general question if commercial undertakings should be run 
by the Government to bring ’in only a return that may be necessary to meet 
the interest on caiiital invested, etc., or a commercial return or monopoly 
profit. It may jjerhaps be necessary to decide the question in each case 
separately on its merits. Wo wish therefore to confine ourselves to railways. 

I'lie Committee is of opinion that the element of taxation appears in 
all cases of commercial undertakings Avhen the income from them exceeds 
the charges incurred for the working expenses and contributions to a reserve 
fund and depreciation fund along with a reasonable return on the capital 
involved. Anything in excess of this is a tax. In the case of Indian liail- 

waj’s' the convention recentl 3 '^ established is that the central revenues of 

the Government of India should get froin railwaj' earning “a contribution 
equal to 1 per cent of the capital charge in the penultimate year plus one- 
fifth of the surplus profits in that year •.• • • and if after payment of 

the contribution so fixed the amount available for transfer to railway 

reserves should exceed Bs. 3 crores .should bo paid to the general revenues”. 

kiy Committee do not regard railway service as a commercial concern 
under the management of the Government but a public utility service 
essential for the well-being of every modern State, and one that in the 
nature of things cannot be loft entirely to private enterprise. No depart- ^ 
ment of modern life can thrive without quick means of transport. The 
increased revenue that accrues to a State througli increased commerce, 
industries, and the higher values that land and agricultural products come 
to obtain, are in themselves so valuable, and in the long run so much more 
than what a direct tax on transport will fetch, that modern States- show 











607 


naturally a greater anxiety to develop transport facilities than to regard 
them as a source of revenue. On the other hand, we believe — to use the 
words of Cr. Arniitage Smith — “Taxes on transport are uneconomic; they 
tend to raise prices, to chock business, to reduce consumption; and they 
create economic friction, etc., and are an undesirable method of raising 
revenue’ ’ . 

My Committee also beg to point out that such a tax so far as income 
from passengers traffic is concerned, falls heavil 5 ^ and inequitably uj^on some 
classes only. It is a well-known fact that the upper class passengers in this 
country are carried at the cost of third-class passengers. Any iirofits to 
the State that this class of traffic yields is a tax obtained from the poor 
who make a joui-noy not in search of pleasure but under the compelling 
necessity of the economic conditions, to seek work beyond their village or 
district. They thus come to i)ay not only for the conveyance of the richer 
classes but also a tax to the State. Further, it is only a section of the 
jjeople that use railways, and it is not right that they should be taxed -in 
the general interests of the State. It must also be mentioned that rail- 
ways are popularly regarded as an agency for the exploitation of the 
people, and nothing is so unpopular as the railway charges that touch 
their necessities. 

It is no doubt true that Prussia enjoj’ed till before the War a large 
income from this source. But it was never justified as legitimate, and at- 
tempts were being made all along to wipe this out by creating a separate 
railway budget. We find that in Italy and France the railway budgets are 
treated as separate and the revenue of the States is not benefited from this 
source. In the South African Union Act itself, it is 2 >rovided that the rail- 
ways of the Union “shall be so operated that the gross receijDts shall not 
be more than sufficient to cover working expenses, resei-ves, and interest 
on capital. If there is a surplus it is to be devoted either to imijrovement 
in facilities or reduction in rates”. In Switzerland too the Purchase Act 
provides “that the railway earnings shall be devoted only to railway pur- 
poses”. It is the same in Japan. The Indian Railway Committee who con- 
sidered this question in all its details has unanimously recommended as 
follows : — 

“What we propose is in outline that the railways should have a separate 
budget of their OAvn and assume the responsibilities for earning and expend- 
ing their own income. The first charge on that income, after paying 
working expenses, is interest on the debt incurred by the State for railwaj’’ 
purposes. The annual liability of the Indian Government for the interest 
is 8,700,000. Whether the railways should pay precisely this amount, 

or a lai-ger amount, is a matter for argument. We have no wish 

to express a positive opinion, though we think there is much to be said for 
letting bj^gones be bygones and fixing the payment to the Government_ at 
the same sum that the Government has itself to find at the present time 
for interest on the railway debt. The point is that the railway department 
subject to the general control of Government, once it has met its liability 
to its creditors, should itself regulate the disposal of the balance free to 
devote it to new capital ijurposes .... or to reserves or to dissipate it 
in the form either of reduction of rates or improvement of services”. 

Forty years ago Lord Cromer said that if these iDi’ofits “were left to 
fructify in the iDOckets of the people” they would be more advantageously 
employed than whon they are ijaid to the State. We find much the same 
view is held by economists even to-day. Jagtiani says in the book ho has 
recently i^tiblished : “Looking at the railway industry of a country as®a 
whole, it is doubtful if it is advisable to divert its surplus proceeds for 
general i^urposes. All such surpluses after jjaying capital charges are in the 
nature of a tax and a tax on transport can only bo justified in extreme 
cases”. Mj' Committee therefore is firmly of opinion that the State revenues 
should bo benefited to no extent dii'ectly from railway income. That may 
bo considered a tax. We are of oijinion that all extra profit should go to 
swell the reserve fund or to reduce the rates and fares and provide better 
facilities for traffic. We are not unaware that this would mean an immediate 
loss of something ]iko_ 6 crores of rupees every year to the central revenue 
and may be embarrassing to the Government. But we are prepared to accept 
allernativo taxes and allow the revenue from railways to bo extingui.shed 
not immediately but in the course of a few years. We do not forget that 
in the past the general revenues of the country had been meeting for 
.‘-overal years tlie deficits on railways. The Committee, however, feel that 



the surpluses from the railways siuco 1890 along with the expenclitm-e which 
the railways have incurred for non-railway puriioses — nob to mention of 
the incalculable indirect benciits through the increased trade, etc. — ^that 
railwaj’s have bi'ought in to the State have more than compensated for the 
loss to the State in the past. At any rate, all should accept the decision of 
the Indian Railway Committee that in tuis matter the bygones should he 
let to he bygones, and the State should not look for any iirofits or revenue 
from this source. 

It is our considered ^'iew that in this poor country in its undeveloped 
condition with its vase distances and varied civilization the State must do 
everything to develoji traffic to stimulate the mobility of the people and to 
encourage exchange of goods. On the other hand, it looks that the time 
is not far off when the Government trill have to bear the cost of construc- 
tion, at le;tst partly, iii order to sectire other advantages. Paris and New 
York have, we find already, built their underground railways at the public 
expense entrusting the working of the service to private enterprise. The 
fact is railways have become iudispensible, and as means of transport of 
hulk commodities of low value and of long distance traffic they cannot he 
superseded ; and these are essential public services that have to he provided 
for at any cost. Railways are more necessary than roads and may have 
like roads to he jn-ovided for at public cost. 

Sir 'VYiliiam Ackworth writing on this subject says: “It may he we 
are on the eve of a revolutiou. Railv.’aj'S are as necessary as roads and 
.roads have long since been recognised as public necessities to be provided 
mainly at pubUc cost. The future mat* ^ow, and not in England only, 
that it is necessary for the public purse to bear at least some_ portion of the 
cost of providing and maintaining our highways of steel, ‘just as it does 
now ill the case of ordinary highways, leaving the charges made to the 
tisei's to cover the remaiuiug cost of provision and maintenance; and the 
whole cost of actual carriage’.” 

lYe do not go so far. lYe only urge that railways should not be made 
a source of revenue to the State, ily Committee will therefore answer the 
questions thus — 

Q. 1-3. — We do not tliiiik it wifi be right to answer this question in 
general. Each case must be considered separately on its own merits. 

Q. 14. — The whole of the revenue derived from railways is tax, i.e., ifc 
is only the amount jiaid to the Ceutnil Government towards meeting interest, 
on debts that is not in the nature of tax. 

Q. G3. — A direct tax on traffic can be justified only in extreme cases 
and as a temporary measare. Ordinarily it is uneconomic. 


Written memorandtira of tlie CRaimiau of the Coorg’ Planters’ 

Association. 

Gcncmh — Erom the 171 questions, one seems to be omitted — 172. I\hat 
increased taxation will be necessitated by the cost of this taxation enquiry 
and by the cost of many of the experiments that may he carried out as a 
result? The reason for this enquiry seems to be either (.1) to increase the 
revenue or (2) to change the incidence of taxation. With the fii'sc I_ am in 
sympadiy. the second is a delusion. Among the many difficult and disputed 
questions of taxation, one maxim remains forever fixed. Whatever forms 
of>» taxation you impose, the burden will inevitably descend to the poorest 
classes. The only way to increase their wealth is to increase the wealth of 
India, resulting in increased demand for labour, and so to an increase in 
their real wages. 

Qs. 1 to 9. — A general enquiry into the wealth of India would he waste 
of time and money tmtil a. universal income-tax is instituted. 

Q. 12. — Certainly not. 

Q. 13. — In special cases like sandalwood or xmst offices it must be a 
inouoijoly profit. Government sbould indulge as little as iiossible in com- 
mercial undertakings l>ut when such are uece.ssavy they should produce a 
commercial rettu-n, 

Q. 14. — ^It is absurd to talk of ‘ntxation' in any of these iiem.s. 

Q. 21. — Also abaiird to talk of ‘volnutary’ taxes. .\ll faxes are a 
necessary hardshijt. 
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Qs. 27 and 28. — Yes. 

Q. 29.— Both. 

Q. 30. — Thero is no objection in principle to a ijoll tax. In practice it 
is apt to introdnco an idea of degradation. This would not apply to a poll 
tax on cattlo, which ^vonld evontually increase the wealth of the country by 
reducing the many millions of Avorthicss beasts. 

Q. 31. — have not my Encyclopaedia Britannica with me. 

Qs. 33 to 35. — ^Income-tax could bo easily incx’eased and made universal, 
graduated if necessary as is the fashion. Any differentiation is not really 
fair, is difficult to AA'ork and liable to abuse. 

Q. 86.— No. 

Q. 37. — The objection to super-tax is that it confuses the issue and it 
is not clear to the poorer classes how high the richer classes are really being 
taxed. Graduated income-tax can secure the same amount. 

Coi'ijoration tax is objectionable on tho same grounds. Companies 
should pay income-tax on their not yearly profits, not on dividends declared. 

Q. 38. — 1 see no objection to including agricultural incomes in the uni- 
versal income-tax. In this case, tho land tax might be abolished, or an 
etiuivaleut tax placed on all real proportj'. Thero is no equity in selecting 
land for special taxation. Tho theory that rent should be paid for land 
because owned by the Government (i.o.. tho experts appointed to manage 
tho country) is unsound. 

Qs. 39 and 40. — Talk of ‘subsistenco limit’ is mere cant. Thero is no 
reason whj’ incomes of Its. 500 a year should not pay Re. 1 or so in tax, 
or of Rs. 100 a year, 4 annas. Tho lowest .subsistence limit in South India 
is probably under Rs. 50 a year. 

Q. 41. — More cant. All taxes can be said to bo taxes on honesty. 

Q. 42. — A very useful suggestion for all tax-payees, and would help 
them. 

Q. 48. — Taxation for revenue only is tho golden rule. You cannot make 
people do what you happen to think right by taxation. 

Q. 50. — No. Quite umvorkable, liable to abuse and huge expense. 

Q. 52. — Salt tax is a simple and easily collected tax, so distributed as 
to bring no real hardship. 

Q. 61. I hope not. 

Q. 63. — Heavy taxation on drink, drugs and tobacco is justified, but 
see Q. 48. 

Q. 78. — ^To cover all imports whatsoever, and can raise to 10 per cent if 
money is wanted, 

Q. 79. — ^Yes, in the case of motor cars and all so-called ‘luxury’ taxes 
of 33J per cent. 

Q. 81. — So-called ‘scientific’ tariffs are a curse, Avaste of money on 
staffs, and unjust. 

Q. 82. — So far from injuring India, a heavy export duty on things 
draining her real Avealth would be a blessing to her, such as bones, fish, 
oil-seeds and possibly foodstuffs, in some cases. Even if this raised the 
internal price, the producers, mainly poor men and I’yots, would benefit. 

Q. 89. — Tax ability to pay. Too much litigation. 

Q. 90.— No. 

Q. 93. — ^Pay larger fees. 

Q. 96. — Answered in Q. 38. 

Qs. 98 and 99. — I doubt if Adam Smith said anything of the sort. 
Ability to pay and uncertainty could be regulated by assessment depending 
on Avorld prices of each product averaged, say, every four years. 

Permanent settlement is a gift to the landlord (or landowner) but 
unfair to eA’^erybody else. Last two paragraphs mere clap-trap, but see Q. 38. 

Q. 106. — There should be no differentiation.. All taxes are, or should 
bo, national and' beneficial. 

Q- 111- — No. Tolls are an anachronism and a public nuisance and pot 
Avorth the money. 

VU— 77 
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Q. 120. — (1) I would adopt this except the provision for size of family. 
In India this is often a sign of present, and always a presage of future, 
wealth. 

Q. 131. — Roasoti. Cigarettes are becoming universal and cigars dying 

out. 

Q. 137. — Succession duties are a drain on wealth. To what extent is 
the uuomploymont in England duo to loss of capital through these duties? 
They also tend to make expenditure wasteful. Owing to family arrange- 
ments they Avonld also l)e very' diflicult to carry out. 

Q. 117. — The Central Government would of course have all revenues 
from customs, excise and communications (railways, post offices aud the 
like). Each province should collect its own income-taxes, (and land taxes if 
retained) and an equal proportion from all provinces should be paid to the 
Central Government according to its needs. Minor taxes might be levied 
as required, by each province independently’. 

Q. 148. — ^Ijiko any other business concern, the surpluses should be 
.‘irranged to cover deficits. 


Written memorandum of Mr. A. 3. Cariapa, M.A., Suhordinata 

judge, Coorg. 

Q. 1. — ^Tho village officers and minor officials are the persons who esti- 
mate the crops in Coorg. Their estimates in Coorg are to a certain extent 
correct and reliable. It is necessary that supervising officials ought to check 
them at the time of the harvest. 

Q. 2.—N0. 

Q. 3.— Yes. 

Q. 4. — I have no suggestion to make; it must be done either by legisla- 
tion or by the experts. 

Q. 5. — T would not advocate such a procedure just now. 

Q. 6. — ^If possible I would advocate them undertaking of all-India 
legislation. 

Q. 7. — ^'Ihere is no value except for taxation. 

Q. 8. — Anuexure C is complete. 

Q. 9. — Agriculturists, traders, labourers and officials. 

Q. 10. — ^Land revenue do not include revenues from sales of waste lands. 
Q. 11.— No. 

Q. 12. — I do not consider the whole or any part of the revenue from 
forests to fall within the definition of tax. 

Q. 13. — Commercial relation — ^the element of tax would not appear in 
any of the cases. 

Q. 15.— Yes. Plan (1). 

Q. 16. — I do not think it is fair to take a poi-tion of the increase. 

Q. 18.— Yes. 

Q. 20. — would put land revenues for the improvement of landowners 
and for the establishment charges in connection -with it. 

Q. 21. — ^Taxes on luxury are voluntary. 

Q. 23.— Yes. 

Q. 24. — ^Tax on entertaimnents is reasonable but not on railway tickets. 
Q. 25.— No. 

Q. 27.— Yes. 

Q. 28.— Yes. 

Q. 29. — ^It must be direct. 

Q. 30. — ^Yes. That depends on the economic condition of the country. 

Q. 31. — ^The choivkidari tax and the professional tax can be compared to 
a certain extent. 

Q. 32.— Yes. 
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Q. 33.— No. 

Q. 31.— Yc3. 

Q. 35. — Yes. 

Q. 36. No. 

Q. 3S. — Ye.s. Tho iiicoiiu'.s of iJKiiculturi.si.s .should bo nmdo uniform. 
I do not think Ih.it any di.stiuctiou .sliould bo drawn. 

Q. 33. — I am uiuvido to make any c-stimato. 

Q. 10. — Tlio old rule may .stand. 

Q. 11. — This roproacli can bo , removed i)y tlio j'rowth of accountancy 
profc-^sion and by tlie ollirient control. 

<>. 12.— Yes. 

Q. 13. — Unle.vj public, arc educated, it, i.s not im.^siblo. 

Q. II. — Only le^i.slature can do them. 

Q. 1.5.— Yes. 

Q. 17. — Tliroo year.s’ averat;e may bo taken. 

Q. IS. — .\ liuht tax on some nci.e-v.aries would not harm any one much. 
Tho capitali.sls have to lie.vr sucli taxes. 

Q. 11), — Ycs. I would reroinmend the duty on the articlc.s .shown in tho 

list. 

Q. .50. — No. That is niakiiif; ta.xaiion coinnlicated and people iniKht go 
in consuming cheaper articles which may be Imrmful to llieir health. 

Q. 51.— Yes. 

Q. 52. — I cannot tliink ot any other lax. 

Q. .53. — It, is ueitiier high luir low. 

i}. 51. — It is hotter that iho (lovernment sell the .salt directly. 

Q. 55.— Ye.,. 

Q. 56. — Ye.s. 

Q. 57. — Ye-s. 

Q. 53.— No. 

Q, 59. — Yes. 

Q. 60.— No. 

Q. 61.— No. 

Q. 63. — I accept all tho statements. 

Q. Cl. — ^I’ho policy followed in our province seems to bo correct. 

Q. 65. — ^It i.s bettor to introduce a uniform rate. 

Q. 66. — There is no incroaso of illicit production, 

Q. 67, — Not necessary. 

Q. 63.— No. 

Q. 69. — Each province should adjust its own duty. 

Q. 70. — No further taxation is necessary. It servos a good bovorago 
for labourei’Sj no chango is necessary. 

Q. 71.— Yes. 

Q. 73.— Yes. 

Q. 74.— No. 

Q. 75. — No. It is dotoriulucd on tlio consumption of opium. 

Q. 76. — ^It is in-acticablo to appoint salaried persons. The rovenno 
may go up. 

Q. 77. — I think smuggling is sulliciently controlled. 

Q. 87. — Tho existing taxes are sufficient. I do not propose to follow 
the example of the other countries. 

Q. 88. — Sufficient stamp duties are collected. Tho existing Stamp Law 
is adequate. 

Q. 89. — The idea is to discourage litigation and the existing court-fees 
are reasonable. 
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Q. 90. — Hobson may be right to some extent but if the Government 
should go on there must be taxes lev^ied. 

Q. 91. — I have no information about the evasion. 

Q. 92. — I cannot mention any other instance. 

Q. 93. — I consider that registration fees should be levied to meet the 
mere costs of the establishment. It must be within the reach of all. 

Q. 95. — No. YeSj I would like to see a more general extension of 
entertainment tax. 

Q. 96. — Tax to give to Government and rent to private individual. 

Q. 97.— Yes. 

Q. 98. — Except where there is a system of permanent settlement in 
vogue, the assessments lack the element of certainty. 

Q. 99. — It is avoidable if there is permanent settlement. 

Q. 100. — No. The further fractionisation of holdings would be increased. 
Q. 101.— No. 

‘ Q. 102. — No waste lands should be treated differently. 

Q. 103. — A uniform of taxation is feasible. 

Q. 104. — To divide land revenue by occupied area. 

Q. 105.— No. 

Q. 106. — The measure of the benefits received. 

Q. 108. — I think the taxes are satisfactory and I do not think chat 
they should be substituted bj' any other tax. 

_ Q. 111. — -I do not considei- that there is any justification for their general 
maintenance. 

Q. 112. — Yes. No, it is not possible. 

Q. 113.— The amount of the land cess and the rate of tax on laud 
should be limited. Yes, because the lands here are iiot cultivated on 
scientific basis and the holdings are very small ones. 

Q. 114. — 15 per cent on the estimated capital. No comments to make. 

Q. 115. — The houses^ that are let out should be taxed but not houses 
that are actually occupied by the owner. 

Q. 116. — They are reasonable taxes. 

Q. 118.— Yes. 

Q. 119. — Taxes on business profits, capital stock of corporations, hotels, 
mines, transactions in capital and exchange might be recommended. No. 

Q. 120.— 

(1) No. 

(2) Agricultural incomes should not be taxed. 

Monopoly, tobacco, motor cars, betel leaf and areca-nuts can be taxed. 

(3) Dowries are limited in India. 

(4) Agricultural incomes must be excluded. 

(5) Marriage duty can be charged because in India people spend 
money lavishly on marriages. 

(6) I do not agree with Sir Gaiiga Ram. 

Q. 121.— Yes. 

Q. 122.~ 

(1) Yes. 

(2) Yes. 

(3) Yes. 

(4) Yes. 

(5) Yes. 

Q. 123. — ^Yes. I prefer all of them. 

Q. 124.— No. 

Q. 125. — Each place ought to bo studied. 
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Q. 128. — It is possible. 

Q. 12‘J.— Yes. 

Q. l,‘K). — The ei'op ougiiL lu be estiiiialeil uuil after llio drying prooess 
it must bo cunlrollod. 

Q. 131. — Yes. 

Q. 132. — The oxi.sting rales are roasoiialdo. 

Q. 133. — Tho specilio duties preferable. 

Q. 1,31. — [ attribute to tho quality of tho tobacco grown and tobacco 
is not cured properly in this country. Thero would bo imports loss. 

Q. 135. — ^Y’^es. Yes. 

Q. 13G. — I would prefer (I)). 

Q. 137. — A small duty on succe.-'sion and inhoritanco may bo made on 
tho actual profits mado but not on the value of estates loft. 

Q. 13S. — I do nob agroo with the suggestion mado bub it must bo a 
general body. 

Q. 13U. — 1 agree with No. (1), not with Nos. (2) and (3). 

Q. 1-10. — Exemptions can bo mado to the nearest relation to tho oxtont 
of Its. -5,000. 

Q. 141.— I prefer (1). 

Q. 112.— Yes. 

Q. 143.— Yes. 

Q. 144. — It is practicahlo. 

Q. 145. — ^In Coorg tho present rovonuo authorities would bo imposed tho 
coUectiou. 

Q. 146. — I would put up Its. 5,000. 

Q. 147.— (3). 

Q. 148. — ^That is tho case in all Federal Govorumonts and one should 
expect in India also. 

Q. 149. — Yes. Thero may l)o advantages and disadvantages. 

Q. 150. — I am unable to suggest anything otherwise. 

. Q. 151.— Yes. 

Q. 152.— Yes. 

Q. 153.— No. 

Q. 154.— No, 

Q. 155.— No. 

Q. 156. — ^Yes. But thero could not bo many cases. No. 

Q. 157.— No. 

Q. 158. — I am not aware of any other taxes. 

Qs. 159 and 160.— Yes. 

Q. 161.— Yes. 

Q, 162. — do not think that system would work well. 

Q. 163.— No. 

Q. 164.— No. 

Q. 165. — agree with Bastable. No. 

Q. 166. — I am unable to suggest. 

Q. 167. — I am not certain. 

Q. 168. — The present system of retrenchment has reduced the sta^, 

Q. 169. — I am not aware. 

Q. 171. — do. not think that popular idea has extended so far. 



Written memorancliun on local taxation Ijy Mr. P. Mohan Eao, Deputy 
Accoxintant-General, Post and Telegraphs, Madras. 

{N.B . — This note lepiesenls my pei&onal views on the subjeot.) 

My only justification for inflicting this note on the Committee is 
that 1 was an Examiner of Local Accounts for about a year and that I 
could faii-ly claim to have an inner knowledge of the working of local 
bodies and the scheme of local taxation operative in India. Though my 
experience is confined to Bengal, the conclusions arrived at wiU be found 
to be of wider application. This note must be taken as supplementmg the 
information contained in iny annual report regarding the working of 
local bodies in Bengal tor the year 1923-24, a copy* of which is enclosed 
for the Committee’s information. 

Municipal revenue is derived from three main streams : (i) Grant-in- 
aid, chiefly for sanitation, including water-works, education, medical and 
public works, (ii) taxes and licenses, and (iii) service taxes. 

Grant-in-aid has its advantages as well as its disadvantages. While 
it is apt to create a tendency in local bodies to look to Government 
to pull them through all financial difficulties, it places in the hands of 
Govei'iiment a potent instrument, as in England, for insisting on a mini- 
mum standard of efficiency of the services thus bounty fed. Properly 
utilized, it has therefore a valuable place in the scheme of local taxation. 

In Bengal, the taxation revenue is derived from either a holding 
tax based on the annual valuation of the holding levied on the owner 
or a personal tax levied on the occupier of a holding according to “his 
circumstances and property.” I have indicated the salient points of differ- 
ence betw een the English and the Bengal methods of levjdng this lax 
in my annual report. I shall leave it to the Conunittee to decide in 
what directions the Bengal method is capable of improvement. I would 
merely say that if the machinery inside a factory be taken into account 
in assessing the valuation, many municipalities, which are now hard 
put to in making both their ends meet, would be put into a comfort- 
able position. 

While in Bengal, I embarked on an investigation to ascertain the 
comparative fruitfulness of the two kinds of taxation in vogue there, 
viz., the personal and the holding tax. We could reach no definite con- 
clusion, primarily because our investigation was vitiated by one important 
defect, VIZ., that we had no reliable data for ascertaining the holding tax 
derivable in a municipality where the personal variety of taxation was in 
existence. There was an “annual valuation” record, no doubt, to deter- 
mine the latrine tax payable by each holding, but I could not entirely 
shake off the suspicion that' the holdings were generally undervalued, the 
survey of property in these cases being generally in the hands of the 
Commissioners themselves. Personally, I would give my vote in favour of 
the holding variety, especially because the personal kind of taxation is 
liable to be employed by the Commissioners as an instrument of oppres- 
sion against rate-payers, who have voted against them in the last election 
or as a means of retaining their adherents. This form of taxation does 
not find a place in the new Bengal Municipal Bill, but I can say from 
my experience that the Government is up against a solid wall of oppo- 
sition. 

It will be seen from my annual report that a fairly huge slice of municipal 
taxation revenue is derived from Government holdings. My experience as 
an Examiner was that municipalities have a general tendency to over- 
assess Government holdings. The law prescribes that Government hold- 
ings should be assessed in the same way as private holdings, but the 
assessment should not exceed a certain maximum amount, but it is the 
practice of nearly all the municipalities to levy the maximum taxation 
permissible under the Act. There is yet another direction in which over- 
assessment occurs. While, a lower rate of taxation is levied on private 
holdings, the maximum rate is recovered from Government holdings. I 
have brought specific instance of overassessment under both the heads to 
the notice of Government. The loss to Government has been fairly large. 


*Not printed. 
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Tho best way to avoid this conLingo«cy of ovcrasscssiiiout is for Govoniment 
to juako a lump sum contribution based on what thoy consider to bo" a 
fair assossmout and thus take the work of assessment from tiio hands of the 
Commissioners, ^-iio contribution may bo li-Kcd anew at the timo of each 
gouoral revision of assessment. 

in England, in theory at least, all Government holdings aro exempt 
from taxation though in practice Government make a lump sum contri- 
bution in lion of rates. This contribution, however, constitutes only a 
fragment of what would have been assessed had Government holdings lieoii 
private. In the continent too, .so fur us I remember, huildings occupied 
by “primary services” such as police stations, courts of justice aro exempt, 
while buildings occupied by Governmoni commercial concerns are liable to 
taxation. Following the continental practice, T consider that police stations 
and courts of justice should bo exempted. 

I may state hero that in llongul only certain dangerous trades and profes- 
sioi\s aro subject to the license t:ix, while wliat aro popidarly called tho 
liberal professions, lawyor-s, doctor.s, merchants, etc., incur no liability 
as such. 

From tho brief description given above, it will .appoar that there is 
something very defective in tho pre.sont schome of local taxation. There 
is a serious lacuna which has to he lillod up if tho burden of taxa- 
tion is to bo distributed fairly. At pre.sont tlio cla.'-.sc.s which are 

eminently fitted to .shoulder tiio burden e.scape taxation altogether. To 
make iny position clear, under tiio joint family .s.v.-itom, it is the practice 
tor tho entire family, including grown-up sous, one of whom may bo 

a doctor, another a lawyer and a tliird a mercliaiiL, all with fairly big 
annual income to live under tho sanio roof, wiiile only tho father in 
whoso name tho holding may .stand registerod is liable to pay the hold- 
ing tax, the others make no contrihulion whatever. Thi.s serious hiatus 

must bo closed up. All liberal professions should be taxed. Tn this ro.s- 

pect wo may follow in tho footstop.s of tho continental municipalities. Instead 
of having a rigid scalo applicublo to all the mnnicipalitics, Government 
have fixed several .standard scales, the rate of taxes varying not only with 
the nature of the profession but also with tho population 4)f tho town in 
which such profession is exorcised. 

Tho prineipio of “equality of sacriJico” is equally applicahlo in tho 
field of local taxation. My experience im.s been tliat tbo size and com- 
fort of a holding is not a moa.sure of an individnar.s prosperity. When 

once a famil 3 ' has taken root in a house there i.s ;i reluctance to quit 
it, even with the dawn of better days. In Fi’.'inec, thej’ iiavo a .sovies 

of taxes based on tho number of .servants engaged by jin individual, num- 

ber of iviiidows in tho hou.so, tho value of tho furnilnro inside, each supple- 
menting the defect of tho other, all with an oyo towards exacting from 
the individual a contribution in proportion to his capacity to pay. 

So far as I understand, there is no clear-cut demarcation between tho 
provincial and the local fields of taxation in some of tho continental coun- 
tries, e.g., France and Belgium, as in India. Tncomc-tax is a .source of 
State revenue, hut for imrposes of local needs additional centimes are 
levied within the limits marked out by the State. I do not know whether 
there are' insuperable admini.strative difficulties in the way of a similar 
schome in India, but if possible I .should like to see a scliemo built up on 
the basis of our income-tax returns. The local authorities will have reliable 
data, already collected by the .State autlioritie.s, and tho .scheme has the 
merit of making all the individuals pay in proportion to their capacity 
to pay. “We shall have to work out several details, e.g., regarding the 
collecting agenejs but these ought not to present insuperable barriers, 
especially with the continental practice before us. The limit of exemp- 
tion will also have to he lowered when income-tax is levied for local needs. 

In France there is a system of poll tax requiring each individual to 
contrihuto a certain amount of labour towards the local needs, which is 
generally commuted to money payment. I ivould not advocate a poll tax 
in India in view of the intense volume of popular opinion against it, and 
further as it is likely to place an effective weapon in the hands of the anti- 
Government party for purposes of agitation. 

The scheduled taxes rules provide for the imposition of a tax on domestic 
servants and on octroi duty. My opinion is that the first tax is not 
likely to be fruitful in Indiu as it is the custom here for the poorer 
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themselves^ on to a ricli relation in return for domestic 
ivhiVirt’io ^ experience of the actual working of octroi duty 

nhich. plays a large part in the scheme of United Provinces local taxation’ 
qh ^ SeueraUy speaking, the impediments to the free movement of gooS 
should be as few as poss^le. The terminal tax has many advocatJ 

lie. strongly of opinion that the work of general assessment should 

be lemoved from the hands of the Commissioners and entrusted to an 
independent agency. Any advantage accruing from local knowledge is 
seriously outweighed by considerations of favouritism and the natural 
liunian tendency to show reduction of taxation during the present regime, 
it IS not enough that the general assessment should be conducted 'by a 
separate agency; all appeals against this assessment should be heard by 
an independent body. I shall illustrate my point by reference to a con- 
crete (^se. In Muktagacha in Bengal the general assessment was conducted 
by a Government Xanungo, hut the Appeal Committee was formed from 
amongst the Commissioners. The result was that the revenue from rates 
after the disposal of all the appeals was found to be less than what it 
was before the revision of assessment. Drastic cuts were made in the taxes of 
rich zamindars and what little increase was obtained from the poorer wards 
was absorbed by the huge reductions made in the assessment of the richer 
wards. 


My experience as an Examiner has been to show that there is no 
justification for the existence of several municipalities as separate enti- 
ties, It is better that they should be merged in the District Board. 
Their revenue from rates is low while they have to maintain a minimum 
staff for purposes of collection, with the result that a considerable per- 
centage of revenue is swallowed in collections pure and simple and very 
little is left for the satisfaction of local needs. I launched out an investi- 
gation to ascertain the ratio of the cost of collection to the total rovonuo 
from rates of each municipality and my intention was to make out a cose 
for the abolition of some of the municipalities armed with the stati.stics 
thus obtained. 

As regards the question of service taxes, the loan to local bodie.s and 
the paramount point of strengthening the hands of audit, I would merely 
invito the attelition of the Committee to the relevant portions of my 
annual report. There is a tendency nowadays to levy certain taxes for 
.specific purposes, e.g., educational cess, and this tendency is no doui)t 
laudable. But I .should like to sound a note of warning in this connec- 
tion. There is no guarantee that the all money sunk under the head 
‘education’ in the municipal budget reaches the object tho expondituro is 
intended to serve, IVe found in Bengal that many .scliools continued to 
draw grants long after they have ceased to exist and many .schools wlucli 
were similarly fed by grants had no oxistonco o.xcopt on paper, o.g., 
in Midnaporo, Bogva and Rangpoie. Tho modus operandi was .sijiiplo. 
When tho Government inspecting authority camo to inspect tho school, 
which ho did after duo intimation, tho individual who posed as tho bead- 
master of the school used to collect some of his relatioms and o.xhibd tbtuii 
as his pupils. The Educational Inspector countersigned die graiit-m-aui 
bills on the strength of his single visit. 


Written memoraudnxu of Mr. A. Galletti, Collector of 

Ganjam, Chatrapur (Madras). 

headland taxable capacity of a Madia.- mH. c. • , „ * 

, I ri n Mi I f L-. Siil>-('olIecl'>r aitd » r> aueiit. 

Copy of luitor Irom .V. '.i*’’ p/J^UiV-iil. Di-'irict Ho.ird. Ki-tim. 

Taluk Hoard, Bo/.iva< a. u. J \Y 'V IMf. 

^rasnlipatam, dated Hozivada, .Ibt .1, . ^ 


I li.'ivo tho Itonuur to dio^Vlovonuiu-ut rof*‘r*'nii> whoUijf 

Gth .Vovomber 19l.;5 Hcuud to culi.mro :ho !uid rr i in 

power should be given to tlu i>i -.i 

order lo provide villago road.-, etc. 

■J. You h.i'.'e ahe.-jdy .uid Gth •l-nia I 

nomunls oi um.'ting- ot lalnk noaru 



Nandigama taluk and at Kaukipad iu the Bezwada tal^ uiulor the supenu- 
lendeuce of the tahsildars and of the meeting for rsuz-vnu taluk and the- 
whole division held by myself at Nuzvid on the 31st December, 191u. 

3. I instructed the tahsildars to take a vote on two ciuestions. ' At 
Nuzvid I placed a more elaborate paper of questions lor consideration 
before the electors. 

4. The Nuzvid meeting was attended _ by about 100 electors besides at 
least that number of members of the iniblic. The iiublic appeared to be on 
the whole against the proposals. Not so the electors who voted lor en- 
iianceinent by a large majority. The electors had had the matter before 
them for some time, and from the talk at the meeting and the written 
answers to the questions it was clear they had given it careful considera- 
tion from a practical point of view. I took no part in the discussion 
and neither then nor at any other time made any attempt to influence the 
electors. I doubt whether most of my tahsildars and other subordinates 
are personally in favour of enhancement. I think the result really repre- 
sented the views of the electors. 

5. At Kankipad and Jaggayyapet the electors w’ere confronted with 
the simple question. — ^IVere they or w'ere they not in favour of enhance- 
ment — and they voted against by large majorities. It was a straight vote 
against enhancenient if the existing administrative agency is inaiutaiued 
in its integrity. The vote at Nuzvid was iiot a vote for further supiilics 
of money to the taluk and District Board without conditions. The electoi'S 
made it quite clear that they were in favour of enhancement onij’ if they 
were given more control and smaller administrative areas w'ere created. 
They want some at least of the money locally raised to be spent within 
much .more restricted areas. 


6. Many Avere in favour of half the future local cess, which they put 
lit IJ annas a rupee being spent in the village by a village i)auchayat. 
Others objected that the several village fmids Avould be too small and Avei-e 
tor a firUa fund.^ Very few ivere in favour of starting Aullage funds experi- 
mentally only in a feiv rich villages. 


7. Tbe village fund at 9 pies in the rupee would only amount to lls. 100 
yp 200 per annum in the majority of revenue villages.^ I am quite sure 
it Avould not be worth while to create an elaborate machinery to administer 
such small funds. Nor can the difficulty be got over for the present bj' 
raising the cess to such a figure, say, 8 annas in the rupee, as ivould make 
it Avortli while. The Government and the country are not ripe for it. If 
yoii got the fund you could not spend it. 10,000 doctors and 10,000 mid- 
wives and 200,000 teachers cannot be manufactured in a daj’, or a year 
or even 10 years ; nor engineers enough to make hundreds of thousand of 
miles of roads. The present District Controlling and Audit establishment 
fo be doubled or trebled to deal w’ith the 40,000 budgets of 
iUjOUU paiichayats. I am finding it difficult and laborious to start half 
a uozeii forest paiichayats. I could not contemplate witliout grave mis- 
givings the prospect of receiving orders to organise and thereafter control 
local cess pauchayats iu the 600 villages of my division. 


. 8. The firlca proposal is a more practical suggestion, and I think it 
might be submitted to Government for consideration if you substitute elec- 
toral circle for firlca. The machinery for the election of a circle panchayat 
exists and ivould not have to be created. The member elected to tlie 
taluk board w'ould be ex-officio chairman of the panchayat and four other 
members could be elected at the same elections or co-opted by him. I 
Avould hand them over enhanced cess at 6 pies to be spent on i-illago roads, 
etc., Avithin the circle and I would also hand over all the elementary 
schools and the wffiole allotment for them. I think schools and village 
roads could be much better managed w'ith a smaller area of administration 
than that of the present taluk board, which is enormous. Eacli of my 
nine circles would have a fund from Es. 10,000 to 20,000 to administer. 
Each circle panchayat ivould have to have an establishment, but its busi- 
ness Avould not be much more extensive than that of the union pauchayats 
and I thiuk one clerk on Es. 20 and two peons on Es. S should suffice. I do 
not anticipate that there ivould be any more ^fficulty in dealing with the 
rural circles than there is now' in dealmg ^th the unions Almcat the 
same audit and other rules would bo applied fo_ the circles^ as to the 
unions. I think also that .some such representative system ^ necessa^- 
to make increased taxation go down: and ivould soon lead quite naturally 
and against little opposition, to furtber incieaji^ or taxation, \\mcb 'ivill 
bo required from time to time to enable us to introduce eleiueutarv saiuta^ 
tion and education into all the village^. An elected paiicba\„ 
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less" scruple' about- tKxing .the people liicli if it fpnl« il... , -i. e 

the Govefumeut i&iale. aCSdapalU tfntn pVSf 
leceutly on raising the house tax to maximum rates against mv wishes 
and overruled me by a unanipious vote. ' wisHec, 


^lave sketched of unions and rural circles workiiit: 
+v!i^ -p frrV ® taluk board area under supen'ision is more or less 

systenn Rural and urban district councils work 
^ England, and the system does not prevent 
the eventual formation of village panehayats with very limited functions 
(parish councils in England). The system most people at the Nuzvid meet- 
ing were in favour ofj.of universal village panehayats with veiy extensive 
functions and without intermediate local authorities for groups of villages 
IS more or less the French and Italian system and nearest to the French. 


« there are 36,000 village councils managing the local. 

atrairs' or each village with nominally very extensive iiowers under most 
strict and searching bureaucratic control. But their annual income amounts 
w the eiioruious sum of 1,000 million francs or 60 crores of rupees or 
£40,000,000 sterling a year, an average of over £1,000 sterling per annum 
per panchayat. You cannot have such a system with an avei-age of £10 
per annum. 

11. Ital 3 ' is parcelled out into 8,000 local fund administrative units 
working under District Boards and under the Collectors and their audit 
ostablislinients. Some of these iinits are small rural villages comparable to 
our revenue villages; and I ivill attempt a small comparison, not because 
I am in favour of introducing the system here at the present time, but 
merely to illustrate the iioint that it is desirable to provide inducements 
for further taxation and that further taxation of the land is quite feasible 
in my division. 

12. Konatalapalli is a typical upland village in a backward portion of 
my division. It has a poiiulation of 1,300 and an area of 2,700 acres, of 
which 2,500 are comprised in holdings. It grows millet on about 1,000 
acres, cotton on about 400, pulses on 200 or 300. There are also a few jiaddy 
fields. Castor-oil and chillies are grown on small areas. There are some 
fruit and liquor trees. The population comprises besides the agriculturists 
only the usual village artizans, a feiv weavers and a few persons connected 
with the liquor trade. 


13. Torre San Patrizio is a typical uiilaud village in a backward por- 
tion of Italy. It has the same population as Konatalapalli — 1,300. The area 
comprised in holdings' is somewhat less — ^2,000 acres against 2,500. It grows 
maize and wheat. Konatalapalli eats millet and sells its cotton. Torre 
San Patrizio eats its maize and sells its wheat. Konatalapalli has its oil- 
seeds; Torre San Patrizio its oil-fruit on the olive trees. Konatalapalli has 
a few liquor trees, but not many; Torre San Patrizio has a few liquor 
shrubs (vines), but not many. Pulses are grown as secondary’ crops in both 
villages. The population of Torre San Patrizio is all agricultural. .There 
are the usual village artizans. There are no rich proprietors. There aro 
not even weavers as a class apart, but in a few ryots’ houses the women 
work at the loom in the winter. The people of 'J'orre San Patrizio aro 
vegetarians, not from choice but from necessity. ’Ihey cannot afford to 
eat meat, nor even eggs. ’Ihey sell their eggs and their fowls. .'I'lioy can- 
not afford to eat wheat bread, but eat maize porridge .and maize bread, 
vegetables and fruit and what the cow produces. 


14 The soil of Konatalapalli is black regar clay, which grows good 
crons of iniUet and cotton. The soil of Torre San Patrizio is light-coloured 
clav which grows fair maize and good fodder crops but very poor wheat 
and vines. In soil Konatalapalli has the advantage. 

15 I shall now draw a coini>ari.son between the taxalioii paid by tho 
peasants of Torre San Patrizio and tho lyots of Konatalapalli. 

Ifi 'riie Government land revenue is almost precisely the i>amo in tho 
two rtUagel It is just over Rs, 3,000 at Konatalapalli, and 4, .568 francs 
Rs. 2 741 at Torre San Patrizio. 

17 Blit when ive come to local taxation on land, the dilferenco ij> 
corresponds with abkari, being entirely insufficient. 



IB. KonafcalapalU pay.s Rs. 250 local cesa. Torro Sail .Palrizio pays 
1 707 francs ~ Rs. 1,024 to the taluk board' and besides this 6,337 franc's 
=1 Rs. 3,803 to the village paiichayat, or a total of nearly Rs. 5,000 cess on 
the Goveniineut land revenue of Rs. 3,000. 

19. Nor is this all. For the cess is only one of the taxes extracted by 
the Torre San Patrizio village paiichayat from the ryot. The total 
revenue of tho paiichayat is Rs. 9,000 or three times the Government land 
revenue of the village. 

20. The revenue of the Torro San Patrizio panchayat is made up as 
follows : — 


Oesses — 

Cess on Government land tax 
Cess on Government house tax 

Taxes — 

Cattle tax ... 

Family or hearth tax 
Octroi (chiefly on wine) 


RS. 

3,803 

329 


2,671 

831 

706 


Profits — 

Profits on communal land, houses, oil-press, cemetery, 
oven, license tax ... ... ... ... ... 429 


Contrihutions — 

From Government for schools ... ... ... 169 

From taluk boards for schools ... ... ... 79 

9,007 


The cesses, tho cattle tax and the hearth tax, amounting to Rs. 7,634 
come straight out of the pockets of the ryots and are a burden on the 
laud; the ryots till, the cattle with which they till it and the houses 
they live in. Besides this Rs. 7,634, they have to pay Rs. 2,741 land revenuo 
and Rs. 237 house tax to Government and Rs. 1,024 land cess and Rs. 106 
hotise cess to the taluk board. The land, cattle and village site of Torre 
San Patrizio thus bear a bui'den of Rs. 11,854, while the land, cattle and 
village site of Konatalapalli bear a burden of little over Rs. 3,000. Nothing 
is levied on Konatalapalli cattle, there being no Government forest reserve 
in the neighboiu’hood. 


21. I reckon the gross agricultural income of Torre San Patrizio at 
Rs. 90,000. This figure is based upon researches extending over 20 years 
and is very accurate. For Konatalapalli I cannot make so accurate an esti- 
mate. But the village officers tell me the crop on an acre of cotton is sold at 
about Rs. 40 and that on an acre of cholum at about Rs. 30. ^ These two 
products alone, grown on about 400 and 1,000 acres respectively, yield 
Es. 46,000 a year gro.ss. Then there are hundreds of acres of pulses and 
other products including 50 of wet paddy, and I mu.st also reckon in the 
milk and other products of the cows and buffaloes and the profit on cattle 
rearing (for I have included these and many other items in my estimate 
for Tori’e San Patrizio) and I do not think a lower oistimate than Rs. 70,000 
could be made for the total gro.ss agricultural income of Konatalapalli. 

22. The land at Konatalapalli i.s selling at Es. 1.50 to 200 an acre. The 
average at Torre San Patrizio is’ about Es. 360 an acre. There are about 
2,500 acres at Koiratalapalli, 2,000 at Torre San Patrizio. The market 
value of the land at Torre San Patrizio may therefoi'e be put at 7 laklis 
against about Rs. 4,37,500 at Konatalapalli. But it must be remembered 
that the rate of interest is lower in Europe and laud at Torre San Patrizio 
IS sold at a higher number of years purchase than in the backward Nandigani.i 
taluk of the Kistna district. 


1 number of years purchase reckoned at Torre San 

about 25, the sum reckoned as net income being taken to be 
derived by a resident owner who is not the actual cultivator, but gives 
out on the half-sharing system to actual cultivators. The net 
corresponding with Rs. 350 per acre market value is 
taxation is Rs. 6 per acre. Therefore public be ' 
every (Rs. 14 -p 6) or Rs. 20 net income. 
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27. The j.az intoa-e is soreeraiog; of a fV-rJon La the case of popularioax 
CG-Tiposec. cnieny oi peasaar prorjnerors. The gro&s Locoace is’aeriaps 



23. Eren aesutoirig tia: rts^ sorrex-hat uriizohl z&i ineoirs fzard is 
tha heox bas-is for the deterzaiitatioa of relatire tss3?>!e caj/aoLty, Eonaxala- 

palii trocid itil! have to pay Rs. ^ xl2/'%=o"£r' R-S- 9,0% ia xasaxion 

to as highly taxed as Torre .dan P&trizyj; that is to say, it c*a!d taxed 
three tirr.es as high as it is at present. 

29. I _do not say that the pressure of taxat5o.n on the ryots of Torre 
San Patrizio is not etrtren.eiy heavy; Let it Is not intoleraoie, for ii is 
home and I shoald say the hene.tts eze-eed the ijarden eaorrnoiiily. The 
r.torta!i:y at Torre .San Pat.dzio last year —as o.nij 10 per thousand. It 
has its protected ^ 7rater;;eaippJy, resident doctor and trained midrrlis paid 
from the village fund, tvo good setools, a share in a cattle veierinaiy, a 
shzjre in an agricnltnra! expert, paved streets, rneiahed Tozds^ zo the ad- 
joining villages. I do not expect to iive to see JxonatalapaHi trills all these 
advantages, hat in the coarse of the next tiro or three generaiiot^^^some 
progress tviil doahde&s he made, and toy point is that the main difSealtj 
is not vraizz of taxable capacity. The taxable capacity extsts- 

30. I have labonred the point that _ higher local taxa:^n_ is f^sihJs 
because it is the special dnty of the DLiriet Ohicer zo pr^s for jI. Central 
Goreminents are altrays very relnctant to allovr local oodles to tap Goverxi- 
ment sourc-es of revence. In Italy the Government is constantly admoutsn- 
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31 Our 'Doinr of viev is different. iTe feel acumlv the inconvenisneK-j 
onlv dind? nerceived bv the Government of India or tnis §TS.eis or do a,^- 
only 'should have our o«n nxed. unvarying,, fepennah.e 


IS mvLcn 


Suoreme Govemme-nt, 
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02. T do noi iirL'^=^ tlie inaft.'r of (ho t f on Ihe iiuomf-lux'. I pnt 
it to till' NuKvid mooting. Many of tho isU’Otors wove income-tax payora. 
Not one of tliom obicetod to the principle. AYlmt tlioy all wrote was that 
the income-tax hoin^x unjustly assossod they wore ap.ainst a cc.s.s on it. 
Tliero is .somotliini' in thi->; moreover cess at IJ iinna.s in the rupee on tho 
income-tax would not I )0 a lar;;e sum. 

33. However. [ .stroiifiiy commend to your attention my circle com- 
mittee pro[)o.sal, which i.s in the spirit that prevailed at tlio Nuzvid meet- 
ing and ha.s been adopted by a unanimous vote of the non-ollicial memboi's 
of the taluk board. Only a slight uiuendment of the Locjd Hoards Act, 
basides that already under contemplation, wotdd in my opinion bo required 
iieforo it could be carried into effect. Section 31, suii-soction (1) clause (v) 
of the Act and section 111. clause (vf, give power to the boards and to 
Government to make ruh's for (-(unmillt'cs of local boards; liut .section 34 
snii-section (1) clause tv) is so narrowly worded that these committees can 
do nothing Imt inspect, advise ami report. No [lower, tlignity, authority or 
importauco is aitm-hcd to membershiii of such a committee; consequently 
tho committees have not Iieen formed or have not wruked. though many 
hoards have made rules and tried to form conimittees. ^ The circle committees 
[ propose would have power, dignity, authority and importauco; tho power 
would have to be delegated ; and a new delegation clause is necessary. 

.31. T think the following amendment would bt> sunicient: — For edause V 
of .sub-section (1) of section 31, iuhslitufi' “(v) the election or appointment 
and jiroceduro of committees consisting of membms ()f the board, or partly 
of such members, and partly of elcctiirs or other inhabitants of the local 
area or of any part of tlu‘ local area with delegated power to exerciso all 
or any of tho functions of the board or of its presiilent under this Act, .subject 
to the su[)ervision and control of the said board or i)residenl. 

3.1. Tt would be unnecessary, and in fa< t inexpedient, f submit, to lay 
down rules in tbo .\ct it-self for these circle committees. It was a mistake, 
in ni.v opinion, to lay down det.iiled riile.s in the .\ct for unioji pancjiayats’, 
•and the whole scheme of the Local Hoards and District Municipalities Act 
is misconceived. .\ll matters of detail should have been left to subsidiary 
legislation. 

3G. Tho principle of leaving as much us possil)le to sul)sidiury legisla- 
tion ha.s long been adopted <m the esmtinent of Hurope, has been gaining 
ground in England, and has penetrate«l to India, where the Jiow edition 
of tho Code of Civil Procedure was bused on it. 

37. To take a precedent more pertinent to the matter in hand, tho 
Government of ^ladras promulgated a munici])al regidation for Hungana- 
palli when that Indian State was under their management. Instead of adopt- 
ing tho Madras District Municip:diLies Act, they drew up a short regulation 
of about 30 sections providing wide powers of sul)sidiary legislation. 

.38. ily circle committee scheme could bo easily started and would not 
require oxtonsivo legislation. I think it would Ijo found generally accept- 
aiblo and workable in other divisions besides my own. It is of course essential 
to tho scheme that the formation of the ■committees should coincide with 
.enjianccment of local cess for provision of village roads. It need not bo 
tried in all the circles at once. In this district it woidd bo tried lir.st in 
tho delta jirkas whore tho clamour for village roads is loudest. 

39. The question was discussed at a meeting of tho taluk board on 
tho 29th instant. _ 1 purposely .stayed away and asked tho ollicial luombors 
to take no part in the discussion, Tho followijig resolution was adoiitod 
by a unanimous vote of tho non-oflicial mombors : — 

“The Bo.ard is of opinion that tho District Board President may bo 
empowered to increase tho land cess half an anna more and that the in- 
creased cess may bo placed in tho hands of a committee formed in an 
electonal circle for construction of village roads, and that this enhance- 
ment may be tried first in the delta jirkas in the division. That such 
amendments may be made in the Local Boards Act as would empower the 
District Board President to enhance the rate of land cess and to empower 
the Firka Committee to manage the surplus raised by such an increase.” 

If .1 attend the District Board meeting at which the 

C(^ues;h 9 n will be discussed, I propo.se to move, if you see no objection that 
the District Board is in favour of the legislation contemplated by Govern 
ment subject, however, to further legislation being undertaken which will 
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enable the- tnauagemenfc of the proceeds of enhanced taxation to ’be 

bodies than the existing boards operating in 


confided 

smaller 


Q. 15.— PFater-mfes.— r suggest charging for water by quantity instead 
of acreage. Italian experience has conclusively proved that chargino- for 
water by quantity is the most profitable, the most economical and the°most 
easily worked system. Under the Mopad reservoir most of the villages 
are zammdari, and iii South India it is especially when ive supply water 
to estates that it would be convenient to charge by quantity othorwiso 
a special staft ot revenue inspectors, karnams and chainmen will have to 
be maintained to measure fields and partial fields every year. There are 
constant disputes and there is much fraud, as our experience in Kistna 
proves. The Sub-Collector and the Executive Engineer seem to think there 
would be practical difficulties, the latter in jiarticular going so far as to 
state that he would have to re-align all his canals and that he knew of no 
correct method of measuring a flow with a variable head. I told him I 
had never heard of practical difficulties which luvd not been overcome in 
Italy and I would enquire when I went on leave. 


2. During my visit to Italy I found that the Italian Government sells 
water to irrigation associations, which are compulsory associations of all 
the ryots using the water of a particular canal or part of a canal. At 
VercelU the association has large offices and a meeting hall, where delegates 
elected by the different villages meet and lay down policy in consultation 
with the association’s chief engineer. The Government hands over tlio 
canal to the association. Similarly, under the Mopad reservoir I should 
make it compulsory by law for till the ryots and the proprietors of the 
pi'oprietai’y villages to form an irrigation association and appoint a qualified 
man as engineer, and then I should leave the care of the distributaries and 
the distribution of water entirely to them, charging for the quantity of 
water let in from the main canal. The Sesia Association actually charges 
its members considerably less per unit than it pays to Government aftoi’ 
defraying all expenses, as it uses the same water more than once. The 
Italian Government’s price before the war was 30 francs per litre-second j 
it is now something over 40 francs. 

3. The experts and landowners all told me that there \yas no difficulty 
in measuring any flow of water by simple sluice methods without elaborate 
mechanical meters. The formulae have long ago been worked out for all 
the Italian canals. The Sesia engineer showed me his curves and formuhio 
and said his acqaalioU (nirountics) could read and apply them without 
difficulty. He also showed me his register of daily reports for each modulcd 
sluice sent up by the nirgaiities. He said variable heads did not matter at 
all. He also said he would undertake to measure any How with a fall of 
as little as 3 centimetres. Ho added that, if our ongineors made difficulties, 
wo bad better send him one and lie would luulertako to teach him ail that 
there is to be learnt about practical measuring of water in six months. 

I asked him whether he measured all the water he .supplied,* he said no; he 
liked to keep a small percentage to ho distributed through free sluices and 
charged for by acreage ; he spoke as if this was unusual and a matter of 
personal preference. I suggested there might bo tampering with rho 
sluices and corruption of subordinates in India. Ho answered at once: 
“So there would bo in Italy if it wore possible; but tho sum of what is 
passed through tho distributary .siuice.s every day must equal wbat I pa.--s 
through tho head sluice; I get my daily reports; it i.s not po.s.sibIe for all tin; 

"nirgaiities to put their heads together and commit frauds.” Itj case oi 
.scarcity ho reduces the water by a percentage for everyone without di-^ 
tinctioa. 


4. Prof. Pantoli, who is a very ominoiit authority, wa.s equally positho 
that all flows can bo nioa.surod and that tiiis lias lieon pi<>ycd in iiractue 
in Italy, but ho said that it might bo neco.-vsary to create falls artilicially m 
some canals, and lio gave tho minimum fall rctiuired. not as 3 centiinetr.s, 
but 15 (G incho.s) for distributaric.s and 2 feet for mam canals, lie naid 
that 30 years ago GO pc>r cent of irrigation water nas charged lor f<y acreage, 
hut now tho figure i.s not half of 1 per eout. It had liceii .so coiiclu.iveiy 
proved that water wa.s ecoiumiised, porsomiel reduced and [rand eiiminat»'-.l 
by charging by quantity that in North Italy it i.s now done iimversalfv. 
In ca.se of scarcitv. certain proprictons under his canal ^ have a rigid 
to a full supply; for the others the .supply is reduced proportionately. 

,5. Wliotlier it be llmt the Italians manage their water dlstrib.itiofi ei 
•• maiiuriiig or their rotation of crops, better, it is veiy cert.un tb.u t(o! 


thei 


Italian paddy grower is out of 


all proportion more .succc-'-dul tlmu tiie 



rmlian. Pit)fi"-.<)r Xovt-lli, Dirortor of tlio _Vor< olH ICxiuH imontal Station, 
tohl mo the avorai;o yloltl por lu'claio was lo tiuiiUals_ 11 tons nearly 
2 toils por aoris Tlio avora’;*' in Noiloro is not l,o{)U !1>. an aero, ‘riio 
Italian ryot jtols tluoe timos as nuuli paiUIy per aero, and tiiat paddy 
of imitli fiotlor tpiality. 'I'lio pro|»rioloi.s <if tlio two ostatos 1 iiispoofed al.-o 
^avo mo Id <|ninta!s as tlio a\ora;to yield. 'I'liey ostimatod tin' .standing: 
crop in Sittnor Uossi's osialo at (it) (ininlaK and said 70 and SO iininlal.s 
ii'ote s'muiimos atta'mv.l. 

ij. I .should iimu'.ino tlio ohii-f ro.i^oii is tlio ini rodiiction of a rotation 
of oiops. 'I'ho liad Indian praoliot' of p.roainji paddy yo.vr after year in the 
suno hold onvo i»tovaiiod in parts of Italy, lint, it has now (like oharttiii't; 
loi wali'r hy aoioat'o') hoen alniosi entirely ahandonod. Now it i.s n.saal 
to jifow paiidv on only ahotii oiio-lhird ol an o>late in rotation (hut tld.s 
one-third is made to yield as nint h as llio wIioh> uoiihl if paddy weie ^trown 
on it ovevv year). Part of the ost.Uo is kept nnder uras.s or trefoil, aiul 
wheat or iiidlan oorn i.s j'rown on other parts. 'I’lio followiiif; wore given 
to mo as comiiioii ami ideal rotation.s: — 

Coinnioa — 

(1) d years pmldy. 

1 year dry oultivalion with wheat or oats; meadow sown in tho 
cereal while it is gisiwing, and then it lemaiiis meadow for a year or two; 
after the me.uhe.v .sfinielimes malice. 

(2) Por lioavy soils — 

1 year paddy 
1 year whuitl or oat.s 
1 year meadow. 

Ideal — 

2 yea I.s paddy 

1 year dr.v cereal 

2 year.s meadow. 

Paddy i.s coii.sidered a Inerativo eroj) in Italy whoii it yields well; 
blit tho expense of eiillivation is .so liigli tliat it must Ihst yield well; with 
our low Indian yields it wonhl not pay at all. C’av. Stahilini told niu that 
weeding aloiio costs him 000 fraiie.s a heetaro (21 iiere.s). Putting irrigated 
land to meadow (which i.s also irrigattal every 20 tlay.s or .so) is not tho 
.sacrifice tho Indian ryot consider.s it to ho. 'I’ho paddy iilanters in 
North Italy keep eiiorinou.s mtniher.s of good milkers, feeil them on trefoil 
and other In.seioiis grasses and nnike tho greatest part of their profit out of 
tho dairy. Milk and curds and ghee are valnahlo products jn India, and 
1 hope valuable meadow crops will he grown in tlio (.'hintaladevi cattle farm 
with Mopad water, gootl milk cows will ho kept and that it will ho proved 
there, for tho instruetion of tho ryot, that to altornato meadow and dry 
coroals with paddy i.s tlio mo.st proYitahio way of jnitting irrigahlo land to 
iibo ill India also, 

7, III tho Italian estate.s .some land is ii.siially re.sorved for pormanoiit 
meadow. It is irrigated sunimor and winter, and tlio ico that forms on 
tho surface is broken up liy alteriuitoly withdrawing and adding water. 
Tho.so permanent meadows aro arranged on a slope so that water passes 
from one to aiiotlier; each plot i.s further slojied from tho centre and tho 
water falls into side channels, which carry it to other jilots. Some of 
these poriuanent meadows (mareito) were .shown to mo and I was told that, 
labour being now .so dear, it would never jiay now to form tho meadows 
and plots hut it was all dono long ago. 

8. An Italian rice c.stato i.s strikingly regular. The paddy fields aie 
exact parallelograms, all tho huiids and clianuols aro xierfcctly straight and 
the larger bunds aro all phuitod regularly with trees. Tlie 'fields aro kept 
beautifully clean either by employing an army of femalo woedei’s or by 
a new method, in which Signor ilo.ssi instructed mo. Ho sows with a special 
instrument which makes small furrows and deposits tho seeds on the ridges 
between. The result is that tlie weeds get drowned while the paddy springs 
up. Forty days after sowing he passes another special instrument down the 
furrows to extirpate such weeds as may have come up. His fields were 
certainly quite remarkably clean. This system is known as the Cabrini 
system after the inventor and is a recent invention. Signor Rossi said lie 

, would be very pleased to show it to any of our experts (sowing season is 
end of April). 
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Lombard rico growers use dioinical manures profusely 


Iininnr.-^ r„i- iJ,! "r 'i • general aclvico about 

f I • ^ 7 ■ udvisos after being supplied with analyses 

irrigation water. Jlut there can bo little doubt- that 
i L ,,P , '’r tOiomical inamires combined with rotation of crops and 

cic.in ueeiling contributes to the liigh Italian yields. 


10. liisait: stuhitl (uurotatcd padd^’ fields) have been given up except in 
a low swamps at tlio mouths of rivers (o.g., near Itavenna) where paddy 
IS grown not so iiuich lor its value as because it is the only suitable 
crop pending the silting up of the soil. As soon as the soil has risen 
.sullu lent 1^ , wheat takes the place of paddy, I’rof, Bollncci of Ravenna 
gave mo llio following as a common rotation there : — 


2 years paddy. 


Then 2 to 5 years lucerne. 


The level falls in these years and is then raised again by growing paddy 
and pouring in silt with the water. Jn 10 or 12 years the level is raised 
suliiciently to enuhio wheat to bo grown. Jn tiio Ravenna country, Govern- 
ment do not charge anything for tho water as the cultivation is precarious 
and the padily crop may bo swept away by a sudden flood, but wishes to 
encourage tho taking up of swamp land so that it may be gradually raised 
above the flood level. J^rivato owners of sluices there charge 10 per cent of 
tiie gross produce of tho fields benefited; and this is carried away in kind 
when the threshing machine goes round. Except for a little perphosphate, 
chemical manures are not used in tho Rai'onna country as the silt bi’ought 
down by tho rivers is very fertile. • • ' 

Qs. 103 and lie . — Land values unearned increment duty . — I would nob 
confine this to urban iiroperty. 1 would make all land passing at over Rs. 200 
an acre pay. Tho duty would yield crores. In Germany it yielded 3 crores 
ill tho first year, Tho reason it failed in England was that it was pros- 
pective (original value to be calculated from date after the Act) and could 
not ill tho nature of things yield anything for a generation. In Germany 
it was retrospective (original valuo to be calculated at value 40 years ago 
if no subsequent sale), M3' draft for tlio Madras CoriJoration ivas also 
retrospective (to 1S90). Tho C'orpoi-ation unwisely rejected it and threw 
awa3* 7 or 8 lakhs of rovonuo. I would make the Act an impei'ial one; 
tho local bodies to collect the money and keep 40 per cent and hand over 
10 per cent to tlio province and 50 per cent to the Government of India. 

I enclose some figures from tho Statistical Atlas (1923) of the Chingleput 
district, Jladras Presidency, to illusti-ate the point that there is an un- 
earned increment of agricultural laud to be taxed. Its value has increased 
5 to 6 fold within the last 50 3'ears, W'hile the price of rice has only gone 
up two and a half times. 

Statistical .4 f fas— 1923, Chingleput-— 


10 Sale value of Ia 7 id.—Ji evidence is required of the extent to which 
the rise in prices and the low land ta.x has benefited the ryots, the 
figures of land sales will supply it. The value of wet land has more than 

doubled even in the last 20 years, and that of gsTn acre'- 

trebled Fifty years ago the average price of dry land was its. 16 an acre , 
ii life .lutaqS^ium ending -vith 1920 H n-ns Ks. 138. In the snme penod 
thfi average value of an acre of wet land rose from Rs. /2 to Bs. 332. Uiy 
land Is worth exactly six times what it used to be, wet land nearly live; 
the land revenue assessment per acre has remained 

Violf n ppnturv while the property on which it is assessed ^ 

lix times wlm/ it was. The^following table gives from 1896 to 1920 particulars 
trf sales for the various classes of soil; 
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wtc'wiAV(fi«H.~iUTording to Llio ceji!,us of 1021, Llio 
0 cc. r- le t^ In fT‘" ugaiubt 1,.IUG,0U8 in 1911, or 6.2 

s lum. .l7. n ,1 l>oi»Wation a-as only 968,000, and that figure 

wiuM It u-M n, r^^'’ c.btimato made of tlio poimlutioa of the jauhir 

of t o ('u- nt the oi,|)re...bivo admiiiibtratiou of tlio Nawab 

uTomoh:. I V v . ^ l)oi)ulaUou frotn 2J lakhs to 15 lakhs 

a comi>.uii(.d hi a ri.so jn i»rob{;enfcy and the standard of living is eloquent 
ol the nitluenco ot peace and justice and loiv taxation. Every decade has 
.shonn a great advaiue in iiopniation, hut tlio limit has now perhaps been 
ucails leached a the pojmlation continues to bo almost entirely agricultural, 
lor the aralde land inis Ijcen nearlj’ all occupied. 

JStt lt;i iitciit , ilas been introduced in ^ladras ('J'own Planning Act), 
but heio again 1 would have an Imperial Act and apply the jirinciplo to all 
public works ol improvement, e.g., irrigation works, bridges, harbours. 

•II I '^**1 very .strongly of opinion that a tobacco excise 

a ill \ielu moro and bo lar inore ela.stie than .salt excise. The tobacco monopoly 
italy was ioiind to be iar the most elastic ol the source.s of revenue in the 
W ai while salt was not elastic at all but regrcs.sive. The figurc.s are — 

Italian Biultjct Actuals. 

1913-14. 1021-22. 

Million lire. Million lire. 

90 157 

318 2,668 


.Salt 

Tobacco 


iMoney dopreciatcil between 4 and 5 fold. Therefore the real yield of 
the salt monopoly in Italy fell during the war to le.^s than half, and I take 
the opportunity to correct the figure of Its. 1-11-0 a head for Italy given 
ill Aiinexuro Cl. It is aiiproxinuitely correct for the pre-war i>eriod; but 
with tlio nuiee at Is. Gd, and the lira at 115 to the sovereign, the four lira 
a head it yields now is equivalent to less than 8 annas. 

2. Ou_ the other hand the tobacco monopoly yield has increased nearly 
eightfold in lire, or, corrected for depreciation, nearly twofold. The monopoly 
now yields apiiroximately 30 crores of rupees in Italy with a population 
of under 40 millions — aliout Ils. 7-8-0 a head or 15 times as much a head 
as salt. The Italian Government continually raised its tobacco prices during 
the war without alfecting consumption. 

3. In Iiidi-a I would not make tobacco a monopoly but tax the crop 
on the land without attempting to license or restrict cultivation. In the 
Madras I’residoncy it would cost nothing at all to add Rs. 25 or Rs. 50 
an acre to tobacco land. The demand would be settled at Jamahandi by the 
ordinary staff. Bengal and the Indian States would probably ' fall in, 
employing a special staff if necessary. The West Coast Indian States of 
Madras had a monopoly of imported tobacco and of local pepper before the 
advent of British rule and our policy deprived Cochin and Travancore of 
their tobacco and pepper monopolies. Eor the Travancore tobacco monopoly 
and our Ceylon counter monopoly of 1812-24 — see note at page 115 of my 
Dutch in Malabar (Madras Government’s Dutch records series No. 13). 
There « is reason to suppose tliat Indian States would be glad to return 
to the system of special taxes for special crops which the British Govern- 
ment has always discouraged on a principle that ought not to be applied to 
luxury crops — tobacco, betel, pepper and perhaps sugar. 

4. The questionnaire does not mention betel and pepper. I consider 
betel to stand exactly on all fours with tobacco. It is a luxury commodity 
and should be heavily taxed. 

5 I would begin with Rs. 10 an acre with the full intention of going 
un to Rs- 100 an acre in process of time. The tax wmuld be very much 
worth while. There must be about 11 uiiihoii acres under tobacco and betel 
in the whole of India and a revenue of H crores gross rising m course of 
riino to 15 crores might be expected by the Government of India and 
IiSian States! I d “not believi the 15 crores would be left. 1/ a poor 
country like Italy with a population of under 40 millions can pay its 
Government 30 crores for tobacco alone, 15 crores on tobacco and betel for 
the 320 millions of Indians would be very little— 8 annas a head instead of 

Rs. 7-8-0 a head. _ i j • j.? 

6 Hardlv any of the other sources of revenue in Italy expanded ^ ^ 

b. •^.1 -YVar iviost of the major heads were actually lepes- 

sTvT i^!?nut aS"w^ only wen^ up from 195 to 301 millions 
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which is far below tho increase roquirecl by clcprcciabioii j fclie post ofEco 
only wont np from 127 millions to 388, tho customs only from 260 millions 
to 518 and so on, while tho tobacco rovcuuo wont up from 348 to 2,688 
millions. It will bo observed that tho tobacco monopoly in Italy yields fivo 
times as much as tho customs, nine times as much as land rovonuo and 
buildings, 17 times as much as salt. 

7. It may bo worth tho Committeo’s while to obtain tho most recent 
figures for Italy and also for Franco. 

Qs. 121 to 136. — 1 am clear that tho only practical method is tax on 
tho crop. If our ]\ladras staff can identify and mark every ono of tho 
millions of liquor trees in tho Presidency, can it bo seriously contended that 
tho betel gardens, which can be .seen two miles away and tho tobacco patches 
round tho villages cannot bo located and measured. 

Qs. 137 to 1-lG. Succession dufij - — I can prove, if this is of any interest, 
that succession duty was levied by Hindu Indian States in tho 18th century. 


Written men-orandnni of the Chief Commissioner, Coorg. 

The imperial or central Inidgot as at present constructed depends largely 
on whether trade conditions reach the normal standard during tho year lo 
which tho estimates relate. The most important elements in tho budget 
are income-tax and customs (hitiesj both are peculiarly sensativo to econo- 
mic developments. A slump in trade might disorganize the budget : a 
boom would give a few crores extra. In industrially organized countries 
it is almost impossible to frame a budget, tho success of which does not 
largely depend on the mainteuiinco of normal trade conditions. It is largely 
a question of degree. fn India the tendency is over emphasised 
despite the fact that India is not industrially developed. Tho fact that 
income from agriculture is not taxed and that tho small shopkeeping and 
money-lending classes — whoso returns do not greatly vary from year to year 
except in the case of an economic cataclysm — are similarly exempt, increases 
the dependency of tho j’iold of income-tax on tho conditions of trade in its 
broader aspects. Widen tho field of income-tax and tho fluctuations would 
be less marked. If it is desired to ensure greater sta!>ility for the imperial 
budget by I’ehrxing its connection with trade, it must bo placed on a broader 
basis; this can be best achieved by including taxes on jn-operty. The time 
has come when the imposition of death duties should bo seriouslj' considered. 
The yield from such duties is not liable to wide fluctuations. It is considered 
financial heresy in some quarters to suggest that Bengal is under-taxed as 
compared with the rest of India. It cannot be gainsaid, however, that in 
the area under tho permanent settlement, property in the shape of land 
does not bear its fair share of the burden of taxation. In such areas death 
duties would have stronger justification than in other parts of the sub- 
continent. _ Ono of the most stal)lc forms of revenue is tho water-rates charged 
for irrigation from Government canals. The Imperial Government should 
share in this revenue. In most cases tho Imperial Government has pi’ovided 
the capital and taken tho risk of failui'c. Tlie scheme would involve a re- 
distribution of revenues between central and provincial, but this seems highly 
desirable in the interests of financial stability. To give Provincial Govern- 
ments their full share of revenue as fixed by the Meston Award, it might be 
necessary to introduce new forms of taxation, e.g., a tax on tobacco : 
alternatively, the pirovinces might be given a share in the income-tax. That 
tax should be placed on a broader foundation by including income from land 
within its scope and by lowering tho taxable' limit of income. This would 
greatly increase the yield and would do perhaps more than anything else 
to stabilize central finance. 


. presume to illustrate the proposals 1 have outlined by a 

senes of figuies. I venture to think that a policy of new taxation as 
suggested, combined with a re-distribution to some extent of existing revenues 
between imperial and provincial, would give the Imperial Govermnent the 
revenue it i;equires, thereby automatically abolishing the provincial con- 
tiibutions. The standard of oi’diiiary income of the pi'ovinces would not 
necessarily be affected If the Government of India found the sources of 
revenue at its disposal were in excess of requirements, taxation might be 
reduced or subsidies given to the provinces. If subsidies are conSderS 
objectionable, the proportion of shared revenues assigned to provinces could 
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I Tovuiaal or local finance.~lt seems miavoiclable that tlie trreotpv 
pioporbion ot tlie income of local authorities, District Boards and municinali 

means of a rate or tax on immovable property This 
foim of taxation is specially suitable in towns and might in many ceases be 
fixed at a liighei standard.^ In municipalities the revenue could Be sunnle- 
niented by a tax on professions. Some form of taxation which would se^m-e 
to municip^ authorities tho benefit of the unearned increment is hiSly 
desirable. The difficulty is to devise a scheme. The Taxation OommittS 
loiild, 1 venfcuie to think, confer a great benefit on Southern India if they 
would emphatically recommend the abolition of tolls on roads. They are a 
serious eiunarrassmenb to trade and a permanent irritation and liindranco 
to rust moving- traffic. It should be easy to devise a substitute. For example, 
tne rate ot motor licoiises might be slightly increased and taxes imposed on 
private carriages not used for trade purposes. 


4. The local rate expressed in terms of the land revenue is a heavy 
burcleu on the small proprietor and particularly on the uneconomic holding. 
A higher rate should be levied on holdings paying land revenue in excess of, 
say, Rs. 200. The house tax on non-agriculturists is a not unreasonable 
imposition. Where it does not exist petty shojikeepers and artisans pay 
next to nothing for the benefits they derive from the activities of the local 
authorities. 


5. A point of importance as affecting the relations between provincial 
and local taxation is whether the local authorities fairly exploit the field 
left open to them. ^ It is for consideration, for example, whether immovable 
property in municipal areas should not relieve the provincial budget to 
some extent by levying an education cess. It would not be unfair in some 
tracts to levy a simifar cess on land. A crore or so raised in this ivay in a 
province with a revenue of, say 10 crores, would greatly simplify tho problem 
of provincial finance. The propertied classes in England bear a consider- 
able share in this way of the cost of popular education : also of the police. 
If excise revenue is gradually to disappear, it is inevitable that immovable 
property of all kinds will have to bear an increasing share of taxation. The 
principle of differentiation between the smaller and larger classes of property 
should he observed. 


6. Incotiie-tax. — There cau be little doubt that if the field of income-tax 
widened and if at the same time the tax were efficiently administered, the 
increase in the yield would run into ten or a dozen crores. In the first place, 
the taxable limit should be brought down to Bs. 1,250 or at least to Its. 1,500. 
At the present with a limit of Es. 2,000 the subsistence limit is much higher 
than in England allowing for the difference in local conditions. With the 
limit at Rs. 2,000 the petite bourgeoisie^ a very irumerous class, practically 
escape imperial and provincial taxation. They contribute very little to 
excise -. what they need pay in customs duty is negligible if they buy country 
cloth. The salt tax makes an inappreciable demand on their income. In 
point of fact, this class may well look on the era of British rule as a golden 
age so far as the demands of the State on their resources are concerned, 
especially in comparison with tho age that preceded it. The earlier 
administrations levied a series of annoying imposts inchicling the jazyki or 
poll tax in the case of the Hindu : the louver middle class in those days 
felt the burden of taxatioir almost as heavily as the peasant. Under British 
rule there has been practically no direct levy on this class except for a 
period of thirty years or so from 1886 when the taxable limit of tho income- 
tax was lower. The assessment of income-tax in the old days when tho limit 
was Es. 500 worked unfairly in some cases. At present, it must frequently 
happen that a small bxisincss man with an income of Es. 1,800 or so froin 
retail trade aiid money-lending may make another Es. 2,000 or so froiu kuK4 
and' yet pay no income-tax. In England a business man with a sinuiar 
income would pay a considerable sum in income-tax. There is no reason wliy 
this class should escape taxation. They wield a considerable measure of 
political influence, if they do not provide tho bulk of the urbiui party m 
the vimons legvsl-atures. The share of the burden of taxation wiiicij any 
particular class bears should bo more or less commonsurate with its politinu 
influence. I cannot claim to have studied exhaustively tho ciucstion of tlio 
lower middle class and middle class budget. It is a .s-alo conclusion, iiowcvei, 
that the lower middle class family of five or six persons in India on an incoinu 
of from £100 to £135 is far better off than a family similarly endowed u 
England. House rent is lower: clothing is fur cheaper ])urtly iiccauso o . 
less“ exacting climate, partly from a.difiprciu-o of l.alnt: a 
involves far less exponclituro than in tlio English fainil}. 7i , ii,,, 

household the ideal of tho free^ breakfast table is practically udiiove , 
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English family has to pay an appreciahlo duty on tea and sugar : in most 
hoiwoholds there is some consuinjitioii of lieer and tolmcco Avhich are heavily 
taxed. Education is practically iis cheap for the Indian as lor the English- 
man. If these cemsideration.n have any value, the theory may bo accepted 
that it is safe and not unreasonable _ to Ipwor the subsistence tor 

income-tax purposes. As suggested, it might lie put at Its. or 

Its. 1,500. This ivould mean a largo increaso in the yield of the tax. 
Eurtlvor, there can bo no doubt that income from land should bo taxed. 
'I'lie tlioory on ivhich the present exemption is based has no logical foundation. 
Land is a form of invc.stniont, ivhotlier hereditary or solf-acciuired, jnstasmuch^ 
as share.s in a shipping compaiij’ or a cotton mill. Why should a niiU-ownor 
who invests largo sums in land pay no income-tax on tho income thorofrom, 
while a confrere who buys Government paper with his surplus doe.s nob 
escape? I'ho money-lending classes in tho North and other iiarts of India, 
whose transactions have led to tho oxpropi iatioii of largo sections of tho 
peasantry, have hoon singularly fortunate in having paid no tax 
on tlio returns from their iiivostmonts in land. It is truo that the ownership 
of land involves rcsponsihilitic-> and risks of loss — greater risks attach to 
other forms of property — and in any case tho method of assessment of income 
on land might bo leniently framed. Adopt the half net assets theory, and 
assess simply on an income assumed to equal tho land rovonno. _ In most cases 
the revenue would be several limes .such an c.stimato. This principle should, 
however, he conliiiod to land subject to iioriodical ro-assossiiiont ; land 
])orniaiiontlv settled should pav on a higher basi.s, say, tho estimated avoriy;o 
income for five yours. Tlicro would hero bo an opportunity of recovering for 
tho State a small share of its rightful dues forfeited by tho pornianont 
settlement. Tho small proprietor would escape as tho size of tho holding on 
which tax would ho paid would rarolj’ ho loss than 300 acres. 

7. Tho administration of tho law ha.s hcon greatly improved in recent 
yours, but there can bo littlo doubt that there is still a great deal of evasion. 
This can be obviated to a great o.xtont by inoroasing tho strength and 
improving the ollicioncy of tho assessing staff. With tho development of 
hanking and accountancy tho work of as.sossmcnt will hecomo easier. It would 
be of enormous assistance if legislation could ho introduced imposing a 
.statutory duty on all merchants, etc., to keep their accounts in a prescribed 
vernacular and in a certain form. This might to somo oxtont clcfoat the 
practice adopted by soino businessmen of keeping double accounts for income- 
tax and ordinary purposes. 


8. Irrigation . — Irrigation rovenne is perhaps one of the most stable 
forms of State income. This is a good reason why tho central rovonnes should 
share in it, an equivalent amount being assigned to tho province affected 
either from income-tax or from new taxation, o.g., a tax on tobacco. As 
already noted tho capital for tho development of irrigation has usually been 
found by tho Imperial Government. Tt is a form of rovcjuio that is sus- 
ceptible of_ expansion in proportion to tho increaso in the value of the 
produce raised on the land irrigated. Legislation to this effect could more 
conveniently be carried through in the central rather than in provincial 
legislatures. It should be regarded as a car-dinal principle tliat canal watei*, 
whei'o tlie canal is owned by Govormnont, is a commodity, the price of which 
should vary in proportion to its value to the cozisumer. 


9. Tax on_ tohacco . — There is no insuperable objection to a tax on tobacco 
gz-ozvn in India, but T doubt if the yield would be very great. An acreage 
tax of Es. 10 would perhaps yield a croro or a crore and a half. I am not 
able to say to what extent such a tax would raise the cost to the consumer, 
it snould be an imperial tax. 


10. Land revenue.— 1 am inclined to think that too much of a fetish has 
been made of the half net assets theory of assessment in some provinces and 
that the result has been that many of the so-called uneconomic boldines 
are oyer-assessed. There may be this advantage in the system that the holder 
IS driven ^to other forms _ of work in order to pay his assessment, but the 
result IS aiscontent and it can hardly be said that the principle involved is 
equitable. It would be sound policy to revise such assessments^ Part of the 
increased yield in the income-tax, if the scope is widened as suggested could 
be set against the loss which probably would not amount t^ more than 
a couple of crores. The loss in .local rates^could be made up by“SeasS 

fct from local-aaLtei/rS 
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^ ‘ — 'I’luH is iu)b ail uiircaKonivhlc! form of taxation theoreti- 

cally. It tiin r.iti'a art'_ liilclusi too hiKli, the Inirden on capital reacts on 
orofioiitu’ pni'.pcn'ty. If iiunultacd in India, tlio rates should bo kept at a 
l<)-a»T h'Vi'l .ai iis nut to diM-<)nra(i;o the uccuniulatinn of cajiital. Tho Hindu 
Joait taiiiily .\v. 4 ein with its theory of coparconary ownership and limited 
cHtute^ pii'AcnlT an obstacle, hut it .should ho possible to devise a scheme 
V. hicli nonid not tlireaten the existence of this peculiar form of property and 
at tlie time )»riu;; in a fair revonnc to Covornmcnb, 'i’lio chief thing would 
i>i.! to protect tho uucleu.i. 'I'lio la.x .should he an imperial lax with a share 
to till' pioviitics. It need not neccssarili' be introduced througlioiit India. 
hState. ilolow, .s.i.v, Its. ‘JO.OOiJ, .should im u.Kempt. 

it*. ’I’lie main oi)ject in view is to .staliilize imperial finance. 

TIjit can bc,>t bo achio.vcd by broadening tiio basis of imperial taxation, 
and thvieby Ic.e cuing tho inllnenco of trade and .soa.sonal conditions on the 
yiohl of inipcria! impost-.. 'I’ho (government of India .should sliaro in tho 
jinv'une from irrigation; tho field of iiicoino-tax should he widened, income 
from lamf being .sni>ject to the tax and tho taxable limit reduced so as co 
bring the lower middle class within its oriiit. It is for eonsidoration whether 
tile (Vntral (loveinmenl .should not again sliaro in land revenue, the oldest 
locin of tmiierial taxation, the provinces heiug compen.sated by a share in 
the income-tax nr by new taxation. The ie.sult of a system framed roughly 
<111 tlie-o lines might malco it po.s.sib!o to aiiolish tho provincial contributions 
and give to tim provincc,s a sliaro in growing ro%'omio, o.g., income-tax, 
(hsith dutie-s, etc,, which would help to make provincial fmanco more elastic, 
b’iuaiiy, the opportunity might lie taken to relieve tho small landholder by 
reiluci'ng the a.ssessmenl on nncconomie iioldings. 




